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TUESDAY, AUGUST 5, 1958 


UNIrep STATES SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:10 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver presiding. 
Present : Senators Kefauver (chairman), O’Mahoney, Carroll, and 
Wiley 

Riso present : Paul Rand Dixon, counsel and staff director; Horace 
L. Flurry, assistant counsel, Philip Layton, assistant counsel; George 
E. Clifford, assistant counsel; Dr. John M. Blair, chief economist ; 
Peter N. Chumbris, minority counsel; Theodore Peck, counsel to Sen- 
ator Dirkouti: : Carlile Bolton- Smith, counsel to Senator W iley; Peter 
Posmantur, attorney; Dr. E. Wayles Browne, Jr., economist; Marcy 
Brooks, legislative assistant to Senator Hennings; and Ray Cole, 
attorney. 

Senator Kerauver. The committee will come to order. 

I will read my prepared statement in order to set the background 
of this hearing. 

The Subcommittee on Antitrust and Monopoly has been actively con- 
cerned with the problem of administered prices for slightly more than 
ayear. On July 9, 1957, it held the first hearings devoted specifically 
to this problem. In opening those hearings I stated : 


The facts are that we do have on a widespread scale both the giant corpora- 
tion and administered prices. The reality is that within a broad area of the 
economy prices are set, not automatically by the unseen hand of competition, 
as are the prices of wheat and hogs, but by the conscious and deliberate action 
of corporation managers who have the power to set prices at alternative levels. 


With respect to these great corporations in large-scale industries, I 
then went on to raise the fundamental question, “What should public 
policy be toward this power?” TI pointed out that there were three 
possible alternatives: (a) the Government could ignore the existence 
of this power and rely on the hope that it would be exercised with 
restraint and moderation; (6) it could try to control the power; or 
(c) it could endeavor to destroy or curb it through antitrust action. 
As to the first alternative I said: 


Is there not the possibility that the managers of the great corporations may 
raise prices to unendurable levels? May they not attempt to maintain their 
high prices by cutting back production and employment? 


4371 








4372 ADMINISTERED PRICES 


Attempts at control may be either mandatory or persuasive. With 
regard to the former, I stated at the time that the mandatory control 
approach— 

* * * which implies some sort of public utility regulation of prices is to my 
way of thinking a last resort and not a very desirable one at that. 

However, I did then, and I do now, see much good that can come 
of a persuasive or voluntary effort.. I have repeatedly urged such a 
course of action upon the President since May 22 of this year. <A vol- 
untary wage-price program could do much to stabilize both wages and 
prices. Both labor and industry should be prepared to make conces- 
sions. As I said in my letter of August 2 which I sent to the President 
at the direction of the subcommittee : 

Important as are the interests of both industry and labor, they are secondary 
to the public interest. 

This leaves for discussion the third, or antitrust approach, which 
would seek to destroy or curb the exercise of concentrated economic 
power. It is to discuss the possible effectiveness of the last approach 
against the type of problem presented by the steel price increase that 
the subcommittee has invited the representatives of the Department of 
Justice and the Federal Trade Commission to testify today. 

What are the economic facts before us? One year ago the steel 
companies raised their prices by 4 percent, or an average of $6 a ton, 
at a cost to the direct buyers of steel in the neighborhood of $540 
million. Because it tends to be pyramided, the cost to ultimate con- 
sumers was several times that figure. The current rise is reported to 
be about 3 percent, or an average of $4.50 a ton, at an estimated cost to 
steel buyers of some $285 million. This latest advance brings the 
total increase since August 1, 1956, in the bill paid to the steel com- 
panies by their customers to nearly $2 billion. By any standards and 
under any conditions this is a sizable amount. 

In the current instance, as has been true of virtually all steel price 
increases for many years, each of the steel producers has raised its 
prices by the same amount and to the same level. This is true even 
though there is a substantial variation in the amount of the price 
increase as among the different carbon steel products; last year the 
increases varied from $5 for hot-rolled sheet and strip, plates and 
rails to $10.50 for track spikes. Today, as was true in 1957, the price 
increases are identical, even though the different producers have dif- 
ferent costs. Thus, even though the amount of the wage increase 
might have been the same, the cost base to which it was applied varies. 
Last year there was presented in the record considerable evidence indi- 
cating variations in costs among the different steel producers. Indeed, 
Mr. Roger M. Blough, chairman of the United States Steel Corp., 
acknowledged that— 

Each producer has a different efficiency * * *. I have already told you that the 
costs of no single company in the steel industry are going to be identical. The 
data you are asking for will simply establish that the costs are not identical. 
Now, let us concede that * * * (hearings, pp. 299, 301). 

Nonetheless they all raised prices by the same amount both last year 
and this. 

Aside from its size there is one important respect in which the steel 
price increase of 1958 differs from that of 1957. In the months imme- 
diately prior to the price increase of last year the steel companies 
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had been operating around 90 percent of capacity; in recent months 
their operating rate has ranged from 62 down to as low as 48 percent. 
Moreover, the steel companies in reports to the subcommittee at least 
stated that in the latter part of 1957 they anticipated an increase in 
demand which would bring their operating rate to near capacity 
levels. In the absence of the outbreak of hostilities no one appears to 
anticipate any such development in 1958. 

In 1957, as had been true in a number of preceding years, United 
States Steel Corp. was the first to announce the price increases. This 
year United States Steel, while not in the forefront in timing, was 
certainly so in substance. When littie Alan Wood Sieei Co., with only 
80,000 tons capacity, announced a price increase on June 27, it had 
to withdraw its announcement when United States Steel Corp., with 
40 million tons capacity, did not increase its prices to meet Alan 
Wood’s competition. Again, when Armco and Republic announced 
their price increases, they made it clear that their advances were con- 
ditioned upon similar action by United States Steel. 

These, then, are the basic economic circumstances to which the testi- 
mony today shall be directed—a history of identical price increases 
made by different companies with different costs at a time of substan- 
tial unused capacity and in an industry in which one firm clearly 
exercises a position of leadership. 

These circumstances should he carefully distinguished from other 
circumstances in which identical price actions may occur, but which are 
not particularly relevant here. Thus, this is not a price decrease to 
meet a price reduction. When one firm lowers its prices, it is often 
necessary for its competitors to reduce their prices in order to “meet 
competition.” But when one firm raises its prices, competition would 
obviously be greater if one or more of the competitors raised their 
prices somewhat less than the initial price advance, or not at all. 

Again, this is not a case in which several large a or 
oligopolists refrain from reducing their prices because of their antici- 
pation that any price reduction which they made would be immedi- 
ately matched by their rivals, thus giving them the same share of the 
market but at a lower price. Indeed this line of argument should 
operate against the making of price increases since each producer 
would be concerned lest his rivals might not raise their prices at all or 
at least by lesser amounts. In other words, the rationale for noncol- 
lusive price matching which theories of imperfect competition have 
set forth does not explain identity of action when that action is in the 
nature of a price increase. 

Furthermore, with nearly half of its capacity idle, it is obvious that 
what is involved here is not the action by separate producers of 
charging what the traffic will bear, which is sometimes made possible 
by the existence of an excess of demand over supply or a seller’s 
market. Indeed, it is the failure of different companies with large 
proportions of their capacity unutilized to try to get more business by 
making a somewhat lesser price increase which is the most arresting 
feature of the current steel price advance. In this connection the 
subcommittee placed in the record last year exhibits showing a close 
relationship in the steel industry between profit rate and rates of 
production. 

The question with which we are now confronted is how could this 
recent steel price increase have occurred without there being a con- 
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spiracy, either expressed or implied, os monopoly control over the 
eT or both ? 

The hearings begun in 1957 culminated in Senate Report 1387 of 
the 85th Congress, 2d session. On page 127 of this report, after re- 
viewing the antitrust aspects of the steel pricing problem and con- 
cluding that United States Steel is presently possessed with the power 
of price leadership, it was stated : 


Whether illegal conduct or abuse of power (is) involved in pricing in the steel 
industry should be determined and acted on by the Antitrust Division of the 
Department of Justice and the Federal Trade Commission. If no violations of 
present law are found and amendments are believed to be needed, such recom- 
mended changes would aid Congress. 


As previously pointed out, although the raises of last week were 
not initiated by United States Steel, public announcements made it 
clear that they had to be adopted by United States Steel before they 
could become effecive. Because these public statements again clearly 
indicate that United States Steel is possessed of the power of price 
leadership, they will be made a part of these hearings. 

(The statements referred to may be found in the appendix beginning 
on p. 4484. ) 

Senator Keravuver. In view of the latest increase in steel prices on 
Friday last, the Antitrust and Monopoly Subcommittee unanimously 
decided, in executive session, to invite here today to testify Hon. 
William P. Rogers, Attorney General of the United States, who 
advised he could not come today, and Judge Victor E. Hansen, Assist- 
ant Attorney General of the United States in charge of the Antitrust 
Division, who Mr. Rogers said would, of course, speak for the Depart- 
ment of Justice, and Hon. John W. Gwynne, Chairman of the Federal 
Trade Commission. In inviting the heads of the two antitrust law 
enforcement agencies to appear here today, the subcommittee is mind- 
ful of the fact that although it may appear that this is rather short 
notice for the formulation of views on such an important subject, the 
subcommittee is certain that both the Department of Justice and the 
Federal Trade Commission have had this problem under consideration 
since the issuance of the subcommittee’s report in March of this year, 
and even before then, and since it is believed that both these agencies 
share with the subcommittee a deep concern for the effect that these 
prices have had, and will have, on our national economy. 

In considering the pricing practices of the steel industry, the sub- 
committee is not unmindful of the oft-repeated charges that all that 
is presented is a picture of parallel action on the part of the members 
of the industry. 

The Supreme Court, in 1954, in the case of Theater Enterprises, Ine. 
v. Paramount Film Distributing Corporation (346 U.S. 537, 540-541), 
had this to say with respect to the Court’s attitude on parallel business 
behavior : 


The crucial question is whether respondents’ conduct toward petitioner 
stemmed from independent decision or from an agreement, tacit or express. To 
be sure, business behavior is admissible circumstantial evidence from which the 
factfinder may infer agreement (citing cases). But this Court has never held that 
proof of parallel business behavior conclusively establishes agreement or, 
phrased differently, that such behavior itself constitutes a Sherman Act offense. 
Circumstantial evidence of consciously parallel behavior may have made heavy 
inroads into the traditional judicial attitude toward conspiracy; but “conscious 
parallelism” has not yet read conspiracy out of the Sherman Act entirely. 
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It may be concluded from this statement that parallel action alone 
is not enough to transgress the Sherman Act. However, the Court 
does here reaffirm that such business behavior is admissible circum- 
stantial evidence from which the factfinder may infer agreement. 
Cases bearing out this authority are Yort Howard Paper Company v. 
Federal Trade Commission (156 F. (2d) 899, 907) ; Allied Paper Mills 
v. Federal Trade Commission (168 F. (2d) 600, 607, 608). 

It has long been recognized that no formal agreement is necessary 
to establish the existence of a conspiracy. It may be construed from 
a course of dealing or other a an (American Tobacco Com- 
pany v. United States (328 U.S. 781, 809) ; United States eee 
Association v. Federal Trade Com mission (152 F, (2d) 161, 162)). I 
passing on the American Tobacco case the Court of Appeals for the 
Sixth Circuit, in 1944, stated (at 147 F. (2d) 93, p. 107) : 

Where the circumstances are such as to warrant the jury in finding that the 
conspirators had some unity of purpose, or some common design or undertaking, 
or some meeting of minds in an unlawful arrangement, the conclusion that a 
conspiracy is established is justified. 

In the American Tobacco case, referred to above, there was no direct 
evidence of conspiracy. ‘The Government there relied upon an eco- 
nomic analysis of practices in purchasing, manufacture, distribution 
by defendants and, especially, on an analysis of price behavior. One 
of several arguments which convinced the jury and the court of appeals 
was that the increase in cigarette prices in 1929 occurred at a period 
of high profits and after ‘declines in costs, and, in the even larger 
increase in 1931, was in the face of a general depression. 

Our system of free enterprise is based upon the belief that com- 
petition will afford reasonable prices to the consuming public. Are 
the antitrust laws as presently enacted capable of coping with the type 
of problem represented by the steel price increase and the recent 
aluminum price increase? The subcommittee wishes to be informed 
by the Federal Trade Commission whether or not the terms of its 
cease-and-desist order of 1951 against the producers of steel have been 
violated by the recent price increases. In this connection, the sub- 
committee would like to be informed whether or not the provisos in 
part III of the Federal Trade Commission’s cease-and-desist order 
of 1951 are in any way interfering with its enforcement of its basic 
act. The subcommittee also wishes to know whether the Commission 
has considered reopening docket No. 5508 and entering a more effective 
order such as was entered in Federal Trade Commission v. National 
Lead Company, which order was recently approved by the Supreme 
Court (352 U.S. 419). 

The subcommittee found, at page 5 of its report on administered 
prices in steel, that United States Steel in size is presently in a posi- 
tion to exercise dominance in the industry. It is, of course, recog- 
nized that size alone does not violate the Sherman Act. However, 
antitrust decisions have held that dominance or size may furnish the 
opportunity to exert monopoly power, and may explain conduct in 
an industry in which it exists. The material consideration in deter- 
mining whether a monopoly control of prices exists is not that prices 
are raised, but that power exists to raise prices when it is desired 
to do so (U nited States v. American Tobacco Company, supra). The 
Department of Justice has not made any legal attack upon the mo- 
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nopoly power of United States Steel to control steel prices or other- 
wise since 1920 (251 U. S. 417). During the subcommittee’s study 
of last fall, its attention was directed to the Antitrust Division’s 
1949-52 investigation of the possible monopoly position of United 
States Steel. When this information was requested from the Depart- 
ment of Justice, the subcommittee was refused access to the infor- 
mation on the basis that it was currently being used in both litigation 
and investigations. The subcommittee is desirous of knowing whether 
the Department of Justice has made its determination as to whether 
or not to proceed against the United States Steel Corp. The subcom- 
mittee is also desirous of knowing whether or not any action that 
might be contemplated by the Department of Justice is in any way 
limited by the cease-and-desist order issued by the Federal Trade 
Commission in 1951. The subcommittee is most desirous of obtain- 
ing from the enforcement agencies any recommended changes that 
— be deemed fitting and proper in strengthening the antitrust 
aws. 

It is the intention of the subcommittee to pursue its inquiry further 
later in the year. It is the intention of the subcommittee to invite 
other experts in the antitrust field to appear before it and testify. 

In determining the question of whether our antitrust laws are suf- 
ficient to deal with the modern growth of monopoly and resultant 
—_ in America, a fundamental question must be determined. 

at is our objective in government? Is it governmental operation, 
management, and control of business—and, I want to add, also of 
labor—or is it to preserve and maintain the competitive system under 
a law designed to protect the public and industry from the abuses of 
that system? Americans traditionally abhor close contro] and super- 
vision. We must find ways to nurture and protect our free-enterprise 
system, and we must find a way of curtailing these leapfrog price in- 
creases which are causing the current inflation, decreased consumption, 
and may mean the loss of our foreign markets. It is for this purpose 
that this hearing was scheduled today. 

Of course, the trigger that set off the present price increase, accord- 
ing to public announcements, was the wage raise. The question which 
arises is the extent to which the increase in wage rates increased the 
cost of production. In order to get the answer to this question, which 
is really necessary, the steel companies must supply their unit costs. 
Last year the subcommittee tried to get the unit costs, and was unable 
to get the information because the companies said it was confidential. 
We did get some information that a substantial part of the wage in- 
crease was absorbed by the increase in productivity. 

As I have already stated here, I want to make it clear that this is a 
matter in which I think industry and labor are both involved, where 
the public is looking to see what both of them do. As I have stated 
here before, this particular testimony today, and those matters into 
which we are going to go further later on, will be both from the view- 
point of industry and of labor. 

As I have stated further, the technical problem about which we 
are asking Judge Hansen and Judge Gwynne to testify is how there 
ean be price increases in identical amounts put into effect by all the 
companies at approximately the same time when they have different 
costs, different degrees of unused plant capacity, different circum- 
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stances, different ownership of property, and different profits. We 
want to know whether there is any cure for that. 

I have been very interested in the statements of several members of 
the Senate, including Senator Capehart, Senator Wiley, Seantor 
O’Mahoney, Senator Smathers, and many others, and by statements 
in the thoughtful press that somehow or other this price-wage process, 
whichever way you want to describe it, leading to more and more infla- 
tion, must be considered by the Department of Justice, the Federal 
Trade Commission, and the Congress if something is going to be 
done about it. 

I have taken too much time. Judge Hansen, we appreciate your 
appearance here today. 

Mr. Hansen. Thank you. Do you wish me to make my statement 
now ¢ 

Senator Kerauver. Yes, sir. You have a statement which we ap- 
preciate your reading at this time and discussing. However, first 
we have some remarks by Senator William Langer, which we should 
like to be inserted in the record at this time. 

(Senator Kefauver read the following statement of Senator 
Langer :) 


Mr. Chairman, first, I want to congratulate you and the members of the 
subcommittee for the promptness displayed in calling these hearings on the 
increase in the price of steel. 

Mr. Chairman, I hope that during the course of these hearings the subcommit- 
tee will look into the impact of the steel price increase on the farmers of America. 
The 1957 steel price increase of $6 per ton led to a 5- to 8-percent increase for 
the price of farm machinery. I understood from my constituents back home 
and from farmers throughout the Nation that, while farm goods are at a low 
price level, costs have been going up all the time. They have advised me that 
the cost for parts for farm machinery have jumped way out of proportion. 

I know that inflation has been the cause of much of our cost increases and 
wage increases, and I hope that this subcommittee can look into this infla- 
tionary issue. 

Usually, when there is an increase in price of goods, it can be passed on to 
someone else. However, the farmer who has to pay more for his farm machinery 
and farm trucks cannot pass it on in increased price for his farm products. 

Thank you. 


STATEMENT OF VICTOR R. HANSEN, ASSISTANT ATTORNEY GEN- 
ERAL IN CHARGE OF THE ANTITRUST DIVISION, DEPARTMENT 
OF JUSTICE, ACCOMPANIED BY HARRISON HOUGHTON, 
ECONOMIST 


Mr. Hansen. Thank you. 

Last Friday the chairman of the subcommittee asked me to appear 
here this morning to comment on the recent price increases which have 
been announced in the steel industry. I am glad to do so, and to dis- 
cuss with you in a preliminary way problems of concern to the mem- 
bers of the subcommittee and to us. 

The Antitrust Division of the Department of Justice, I assure you, 
is vitally concerned about these recent price increases. We are con- 
cerned because of the possible injurious effects upon the Nation’s 
economy which result from the increases. But we are also concerned 
because certain laws of the United States may have been violated in 
effectuating these increases. All of us are mindful of the inflationary 
consequences that a price rise in steel may have on other industries, 
especially when such increases may be multiplied at the consumer 
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level. However, these are matters perhaps better left to the economists 
and business experts rather than to be commented upon by a lawyer 
such as myself. 

What I am particularly interested in, because it is my prime respon- 
sibility, is whether these price increases are the result of a conspiracy 
to fix prices or are an indication of monopoly control over the 
industry. 

It must be remembered that the Antitrust Division is not a regula- 
tory agency with powers to halt increases or to roll back prices. We 
are not initially concerned with the reasonableness or the propriety 
of prices increases or reductions. We are not empowered to main- 
tain surveillance over prices and their effect upon the American econ- 
omy. We are oman with the prosecution and elimination of illegal 
restraints of trade and monopolies which obstruct competition in voods 
and services. Prices are, of course, an integral part of such competi- 
tion, and we prosecute cases where illegal price control appears, wheth- 
er by conspiracy or by monopoly power. 

The problem with which we are concerned this morning is the anti- 
trust implication of the recently announced steel-price increases. | 
would first like to point out, in connection with that problem, what 
our functions are. Secondly, I would like to review briefly our past 
experiences with the steel industry. Thirdly, I want to tell you where 
we stand now in relation to the problem before us. And in conclusion 
I want to put on the table before you some of the questions we face. 

Senator Kerauver. Let me say right there, that is a fine summary 
of the problem, Judge Hansen. 

Mr. Hansen. Well, that was from memory of our telephone con- 
versation and not from the letter which did not arrive incidentally 
until yesterday morning. 

But you very clearly expressed to me the problems you are con- 
cerned with and I hope we can at least partially answer them. 

Senator Keravuver. Thank you. I think you have analyzed and 
set forth the problem very clearly, and briefly as well. You have 
done better than the chairman did in his statement. 

Mr. Hansen. I doubt that, sir. 

Our Division prosecutes cases involving violations of law; in every 
case we prosecute we believe a violation of law has occurred and that 
we have evidence adequate to prove the violation. 

Prosecution must be conducted within the framework of the anti- 
trust laws, as interpreted by the courts. For instance, the mere fact 
that one company raises its prices and others follow closely is not in 
itself a reason for immediate prosecution. The antitrust prosecutor 
must have evidence of an agreement between the companies to raise 
prices, and such agreement is often difficult to establish. 

The Supreme Court set down the rule of conspiracy in the Theatre 
Enterprises case. Incidentally the Chairman made reference to it 
but I would like to read a quotation from it: 


The crucial question is whether respondents’ conduct toward petitioner 
stemmed from independent decision or from an agreement, tacit or express. To 
be sure, business behavior is admissible circumstantial evidence from which 
the factfinder may infer agreement (citing cases). But this Court has never 
held that proof of parallel business behavior conclusively establishes agree- 
ment or, phrased differently, that such behavior itself constitutes a Sherman 
Act offense. Circumstantial evidence of consciously parallel behavior may have 
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made heavy inroads into the traditional judicial attitude toward conspiracy ; 
but “conscious parallelism” has not yet read conspiracy out of the Sherman 


Act entirely. 

On the other hand, the mere fact that one company consistently 
has been a price leader is not conclusive that it has monopoly power 
over prices in an industry. Monopoly power consists of the power 
to control prices or exclude competition. Price leadership is an indi- 

sation that control over price may exist, but other factors are always 

raised in defense, such as the strength of competitors, share of the 
market, size, the importance of effective substitute products. These 
factors must. be ore in the particular context of each case. 

But in an industry such as steel, long since grown sophisticated 
through numerous encounters with the antitrust law s, we do not ex- 
pect to find the more obvious indicators of monopoly power such as 
predatory practices or exclusion of competitors. 

A price increase in the steel industry may have serious implica- 
tions for the economy, but the Antitrust Division cannot take action 
on what is bad for the economy—it can take action only on what it 
believes violates the law. Violations of the antitrust laws harm the 
economy, but not every harm to the economy violates the antitrust 
laws. We can take action only if price increases in this industry 
result from conspiracy or from monoply power. 

This industry is no stranger to the antitrust laws. As the committee 
has pointed out on pages 113-117 of its report * the steel industry has 
been for some time involved with various investigations and litiga- 
tion by the Antitrust Division and the Federal Trade Commission. 

Much of this litigation has been directed to breaking up practices 
resulting in the absence of price competition in the industry. Twice 
the Antitrust Division has sought to curb the monopoly power of the 
leading company in the industry—United States Steel—historically 
the price leader.’ 

The 1920 case against United States Steel involved a charge of 
price fixing as well as charges of an illegal attempt and combination 
to monopolize. But the Supreme Court absolved United States Steel 
of any illegality under section 2 of the Sherman Act and refused to 
grant any relief against the activities alleged. 

The Department of Justice having failed in its efforts to restore 
competition, including price competition, to the steel industry under 
the Sherman Act, the Federal Trade Commission took up the battle 
almost immediately. It attacked the famous pricing formula utilized 
by the steel industry, known as Pittsburgh plus, as being in violation 
of section 2 of the “Clay ton Act and section 5 of the Federal Trade 
Commission Act.° 

Thereafter, the industry substituted the so-called multiple basing 
point pricing system for the Pittsburgh plus system, with the same re- 
sults—lack of price competition. 

In November 1947, the Federal Trade Commission charged the 
American Iron and Steel Institute and all major steel producers with 


1S. Rept. 1387, 85th Cong., 2d sess. (March 13, 1958). 
2 United States v. United oe! Steel Company, 251 U. S. 417 (1920) ; United States v. 
C olumbia Steel Company, 334 U.S. 495 (1948). 
8 F, 


T. C. vy. United States Ste z Corporation, et al., 8 F. T. C. 1, docket 760 (1924). 
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having unlawfully agreed upon the multiple basing point price for- 
mula and its utilization as a means of unduly suppressing competition 
in violation of the Federal Trade Commission Act.‘ 

In 1951, after the Cement Institute case,’ the respondents entered 
into a consent settlement with the Federal Trade Commission whereby 
they were required to cease and desist from engaging in conspiratorial 
pricing activities. I am sure the committee is familiar with these 
cases, 

Since the 1920 United States Steel case, a number of investigations 
have been made by the Department of Justice of alleged monopolistic 
practices by United States Steel Corp., including participation in con- 
spiracies with other steel producers to fix prices on various steel 
products. 

These investigations of price-fixing activities disclosed that there 
was a high degree of uniformity in the prices charged by different 
producers of steel products, but failed in all except one instance to 
develop proof of any unlawful agreement between United States 
Steel and other producers. Instead, the information secured appeared 
to indicate that the price uniformity was the result of industrywide 
use of various pricing formulas—repeatedly attacked by the FTC as 
being in violation of the Federal Trade Commission Act—and the 
— of the industry following the prices published by United States 

teel. 

The exception to this seemingly futile attempt to find evidence of 
price fixing in the steel industry was the socalled Allegheny Ludlum 
ease. On November 15, 1944, a 2-count indictment under sections 
1 and 2 of the Sherman Act was filed in the District Court of New 
Jersey charging 18 corporations and 6 of their officers with a con- 
spiracy to fix and maintain prices for stainless steel by means of patent 
licensing. 

On February 17, 1945, all defendants pleaded nolo contendere and 
fines aggregating $240,000 were imposed. During the same period a 
companion civil case was filed and in 1948 the defendants entered into 
a consent judgment enjoining them from fixing prices, from ex- 
changing advance information in order to arrange uniform bidding 
on Government contracts, and requiring the issuance of licenses under 
patents to any applicant upon reasonable royalties. 

As the committee is well aware, in 1947 the Department filed suit 
to enjoin the acquisition of Consolidated Steel Corp., the largest inde- 
agree fabricator of structural steel and plates on the Pacific coast, 

y a subsidiary of United States Steel. The complaint in that case 
charged defendants with an attempt to monopolize and with un- 
reasonable restraint of trade. It was alleged that the acquisition 
would restrain competition by depriving other steel producers of a 
substantial outlet for steel, -and would eliminate competition which 
otherwise would exist in the fabrication of steel between United States 
Steel and Consolidated. 

The district court and the Supreme Court held in effect that the 
Government had failed to establish that the acquisition of Consoli- 
dated would violate the Sherman Act. 





44 FTC Statutes and Decisions 789 (1948). 
5 Federal Trade Commission v. Cement Institute, 333 U. S. 683 (1948). 
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The Congress saw fit to amend section 7 of the Clayton Act so as, 
in effect, to repeal Columbia Steel and thus strengthen our hand in 
dealing with mergers. Much credit goes to Senator Kefauver for 
this amendment. 

Senator Kreravver. Thank you very much, Judge Hansen, credit 
should also go to Senator O’Mahoney, Senator Wiley, Senator Carlson, 
and former Senator O’Conor from Maryland, and in the House of 
Representatives, especially Congressman Celler 

Mr. Hansen. I am sure there must have been joint action. 

Senator Wirey. I tell you, Judge, we like to hear praise for our 
chairman. He does not get enough of it. 

Senator Kerrauver. For once the chairman will fully agree. 
{| Laughter. | 

Mr. Hansen. When the second largest steel producer decided to 
acquire the sixth largest producer and thereby create another giant 
in the industry, the Department, acting under amended section 7 of 
the Clayton Act, immediately filed suit to enjoin the consummation 
of the proposed merger. The Bethlehem-Youngstown suit is now 
awaiting decision in the district court. 

Since our unsuccessful attempt to block the United States Steel 
acquisition of Consolidated Steel—which involved in large part the 
fabrication of structural steel, we have had numerous complaints from 
independent west coast fabricators. We have been investigating the 
west coast steel fabrication situation to determine whether the alleged 
dominant position of certain steel companies over the production of 
structural shapes has resulted in unfair competition against non- 
integrated structural fabricators. 

So far we have not reached a final determination as to what course 
we should follow in this matter. 

I might say the facts coming in are somewhat encouraging toward 
the possibility of filing of an action there. 

As with all of our basic and important industries, steel is con- 
stantly of interest to us, and we follow developments in the industry 
as closely as we can with our limited manpower. 

We are interested to observe that price increases remained uniform 
subsequent to the FTC’s cease and desist order outlawing the multiple 
basing-point system. These increases, however, were effected in an 
atmosphere of rising costs and expanding demand, and at times when 
most industries were raising their prices. On the other hand, the last 
two price rises in steel, were made in a climate of slackening demand, 
a factor which has causesd me to wonder, as this committee wonders, 
why the uniformity of pricing remains as landlocked today as it was 
almost 40 years ago. It is estimated that the major companies are 
operating at about 50 percent—I understand that to be 58 percent 
now, capacity, I do not profess to know the economic refinements 
of these matters at this time, but I do know that they present unusual 
cireumstances for the effectuation of uniform pricing by ostensibly 
independent sellers. 

As I have followed the events leading up to the current steel price 
rise, I have been intrigued by the way in which the newspapers and 
trade press have been utilized to “convey the news,” so to speak, among 
the steel producers. 
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Tracing the events leading to the current price rise, we find that 
late in May of this year various steel officials were interviewed by the 
press while attending a meeting of the American Iron and Steel 
Institute. 

Thus R. L. Gray, president of Armco, said that his company will 
“have to raise prices when wages go up, regardless of what others do.” 

He added, however, that if a competing concern (unnamed) did 
not raise prices, Armco would have to readjust. At the same time 
Charles M. White, chairman of Republic, said that prices should go 
up, but Mr. Blough, of United States Steel, was quoted as saying “We 
have not concluded anything on prices.” 

Approximately 1 month after the meeting of the American Iron 
and Steel Institute the trade press was speculating as to whether a 
price rise would occur on July 1 when the new wage rates were to go 
into effect. It is of considerable interest to note that Iron Age for 
June 26 stated that— 
from a practical standpoint no other major steel company can replace United 
States Steel as a price leader. No other steel firm will announce a price increase 
July 1 if United States Steel does not. 

However, the Wall Street Journal of June 26 carried an announce- 
ment that Alan Wood Steel Co., 23d largest in the industry, would 
increase its prices on July 7. Mr. H. R. Wood, president of that 
company, stated : 

We realize that our company is too small to maintain a price level different 
from that of our large competitors. In the event the other steel producers do 
not change their prices by July 7 * * * we have no alternative other than to be 
competitive with their prices. 

The Wall Street Journal indicated further that other producers 
said that they would wait and see what “a big company” does after 
the wage increase goes into effect after July 1. 

Just a few days after Alan Wood’s price announcement the maga- 
zine Steel of June 30 pointed out that 10 days earlier, Mr. Hood, 
president of United States Steel, had issued a statement that left 
doubt about the timing of a price increase, and Steel magazine 
stated : 

Some observers interpreted it (Mr. Hood’s statement) as a plea that some 
other company should take the pricing initiative. 

The July 7 issue of Steel further indicated that Alan Wood “took 
the hint” from United States Steel but that the larger producers 
seemed determined to wait upon United States Steel’s own actions. 

For example, A. L. Adams, president of Jones & Laughlin, was 
quoted by Steel magazine to the effect that it would be “commercial 
suicide” to increase prices without such action by United States Steel. 

As you know, Alan Wood withdrew its price increase on July 7 
because no other producer went along. The president of Alan Wood 
was quoted by the Wall Street Journal as follows: 

We are disappointed that the big mills have not increased their prices. We 
have no alternative but to stay competitive with their prices. 

About a week later, the magazine Steel speculated that if United 
States Steel did not increase prices by mid-September one of the other 
big companies would act. On July 29 one such big company did act. 
Armco, that day, announced a price increase averaging about $4.50 
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a ton to become effective July 31. On July 30, Republic and Jones & 
Laughlin announced that they, too, were increasing prices. The Wall 
Street Journal indicated that the sentiment was that United States 
Steel would join up but if not, those that had increased their prices 
would be forced to rescind their increases. It is notable that one of 
the leading steel companies, Inland, stated that it would not attempt 
to raise prices unless the No. 1 steel producer—United States Steel— 
first took such action. The Wall Street Journal quoted Inland as 
saying “to do otherwise would cause us a severe loss of business.” 

Senator Winey. This all sounds like a talk at the summit; don’t 
you think so ¢ 

Mr. Hansen. A certain summit. 

Inland’s fears, however, were unfounded, for July 31, United States 
Steel came into line and announced that it too was increasing prices. 
Bethlehem, National, Youngstown, Wheeling, Pittsburgh Steel, and 
Inland immediately joined the parade that day. 

This chronology is, of course, well known to this committee. I think 
it requires extremely close scrutiny, and we are giving it such, for 
a number of reasons. In the first place it clearly shows that the steel 
companies march up the hill together in raising prices. 

Secondly, the smaller companies look to United States Steel, if not 
to lead the parade certainly to join it. If United States Steel does 
not join in the raising of prices, the smaller companies would have 
to back down. 

These incidents, plus the many interesting suggestions and the in- 
formation supplied by your committee’s report dated March 13, 1958, 
have convinced me that the Division should reassess its study of the 
steel industry with an eye to increased investigation along the avenue 
of conspiracy among the top steel companies. 

I have augmented the staff investigating this problem both with 
lawyers and economists. This staff is presently analyzing the com- 
mittee’s report together with the transcripts of the hearings and their 
accompanying exhibits. The staff is also reviewing the House com- 
mittee reports and transcripts of 1950, and our own Division study 
made in 1952. I expect this staff to report back to me whether ex- 
panded investigatory action will be necessary. 

In the light of our functions and responsibilities, and in view of 
the courts’ teaching about the meaning of the Sherman Act, what 
problems are presented to us ? 

_I will be very frank with you gentlemen because I know you are 
sincere in your search to discover what can be done to improve com- 
petition in the steel industry, and most importantly to bring back a 
competitive situation in steel prices. 

In the first place, there is the issue of price agreement which, as I 
have stated, is fundamental in every price-fixing action, and would, 
of course, be strong evidence of monopolistic combination if those 
companies entering into such agreement enjoyed monopoly power. 
There are some people who believe that the present pricing system 
used by the steel industry—that is maintenance of uniform f. o. b. 
mill base prices and matching delivered prices by absorption of 
freight—is in itself indicative of a conspiracy among the steel com- 
panies. ‘The issue is not that simple. ; 

22805—59—pt. 8 ——2 
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There is the initial question of the legality of the delivered pricing 
system. Your committee’s report, although suggesting that such a 
system may be illegal, nevertheless does not reach any definitive con- 
clusion on this point. So there is real controversy on that point. 
Remember that delivered pricing must be evaluated with reference to 
the peculiarities of the industry in question. 

Senator O’Manoney. Mr. Chairman, may I interrupt at this point? 

Senator Kerauver. Senator O’Mahoney. 

Senator O’Manoney. Judge Hansen, I am referring back now to 
the last paragraph on page 11 in which you say: 

I will be very frank with you gentlemen because I know you are sincere in 
your search to discover what can be done to improve competition in the steel 
industry and most importantly to bring back a competitive situation in steel 
prices. 

You have followed this with a discussion of some of the complexi- 
ties that are involved in determining whether or not there has been a 
violation of law. 

You speak of the maintenance of uniform f. 0. b. mill prices and 
matching delivered prices by the absorption of freight as an indica- 
tion in the minds of some observers and some economists of a con- 
spiracy among the steel companies, and then you say the issue is not 
that simple. 

There is no doubt in my mind that the issue is not simple unless we 
clearly determine in our own minds whether in the industry itself, in 
the executive branch of the Government, or in the Congress of the 
United States, whether or not we desire a competitive situation in 
steel prices. 

Do you agree with that ? 

Mr. Hansen. There is no question in my mind about that, sir. 

Senator O’Manonry. What is your own position about it? Do you 
believe in a competitive situation in steel prices? 

Mr. Hansen. Definitely, yes. 

Senator O’Manoney. May we take it for granted then that, as the 
head of the Antitrust Division, what you say is the position of the 
Department of Justice ? 

Mr. Hansen. There is no question about it. 

Senator O’Manoney. So the Department of Justice is saying to 
Congress, and incidentally to the steel industry, that we believe in a 
competitive pricing system for steel, and for other commodities ? 

Mr. Hansen. Yes, sir. 

Senator O’Manoney. There is not any doubt, of course, that to solve 
this problem by the filing of a suit and the prosecution of a suit presents 
no prospect for an early solution, because a lawsuit can be fought all the 
way from the first filing in the district court to the highest court of 
the land. 

Mr. Hansen. And maybe back down and up again. 

Senator O’Manonry. Yes. So that the country, if the country be- 
lieves in the competitive system, must look for some other solution 
than mere antitrust prosecution ? 

Mr. Hansen. Well, I would want to think that over. 

I would hope that our antitrust laws were adequate to maintain 
the free-enterprise system and competition. 

Now, 1f you say other solutions, I do not know whether you mean 
putting in price controls. 
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I think that the purpose of the antitrust law is to avoid the necessity 
of unnecessary controls. 

Senator O’Mauoney. I won’t interrupt you further at this point 
except to say this. I am not thinking particularly of price controls. 
I am thinking of the basic fact which everybody in the United States 
who sits in any seat of leadership—whether it be the President of the 
United States, any Member of Congress, the head of any department 
of Government, and particularly the heads of the Department of 
Justice, or whether it be the presidents and executive managers of the 
steel companies of the United States—we must all recognize that the 
United States is now engaged in an economic cold war, which is being 
waged against us by Soviet Russia. 

The whole system of free enterprise, the whole system of independent 
enterprise 

Mr. Hansen. No question about it. 

Senator O’Manonry. Stands in jeopardy. But the picture that is 
laid before us today, with the pogo st of the administration for an 
increase in the debt ceiling to $288 billion, with other actions which 
are being taken, and finally with the fact that the interest upon the 
national debt, next to national defense, is the largest expenditure that 
the Government of the United States makes, we are confronted by 
this simple proposition. United States Steel, which is in the position 
of leadership, wants to maintain itself in the black. The Government 
of the United States is in the red, and is going further into the red. 
I have no hesitation in saying that unless the leaders of American 
industry immediately act to help put the United States in the black, 
instead of letting it drift deeper and deeper into the red, we will not 
be able successfully to wage this cold war without great losses to 
industry and to the people alike. 

I am sorry for the ae of the interruption, Mr. Chairman, but 
I felt it ought to be made. 

Senator Kerrauver. A very pertinent observation, Senator 
O’Mahoney. 

Mr. Hansen. Shall I continue? 

Senator Kerauver. I think perhaps Senator Wiley would like to 
comment. 

Senator Witey. You slipped in one idea there among many others, 
in the course of this interchange between you and Senator O'Mahoney, 
about which I think it would be well to get your ideas. 

In this critical age so well described by the Senator—cold war or 
economic war and everything else—you said something about price 
controls. That is a word we always used to be scared of, but we are 
letting someone else control the price. Why can’t the American 
people control the price, through their Government ? 

If it results in what. you might call stealing away financial resources 
of the 120 million insurance policyholders, and bondholders by an 
inflationary process, what is wrong if the Government does reach out 
in the interest of the general welfare in the use of price control ? 

You have given that subject thought; otherwise you would no 
have mentioned it and I would like to get your further reaction on i’ 

Mr. Hansen. My personal feeling is that I feel that one of the, i” 
not the main, purposes of the antitrust laws is to avoid the nec essity 
of Government controls. 
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Senator Witey. I agree. Some of those antitrust laws were passed 
not in times like the present when the world has been made so smal] 
by man’s ingenuity that every nation is neighbor to every other nation. 
It was passed when we were thinking in terms of isolated concepts. 
Now we have to think in terms of a world that has been contracted by 
man’s ingenuity until we are facing, it has been suggested, an economic 
war and the question of our own further existence. So it seems to me 
this idea has to be thought through anew from the basis of the facts 
today, because I am thinking of the people. It seems to me that, as 

suggested, it has to be thought through by these great industries, it 
has to be thought through by labor and it has to be thought through 
particularly by the Congress of the United States, which has the 
trustee responsibility. Otherwise we will be depreciating the insur- 
ance dollar of 120 million policyholders to 10 cents. They put in 100 
cents and we will be depreciating their dollar. We know how many 
policyholders there are. 

So I, for one, think that the time has come to think in terms of 
vitalized new mechanisms to meet the challenge of today. I am sure 
you would not have suggested it unless you have been doing some 
thinking yourself. 

What have you done with that gray matter of yours on that subject ? 

Mr. Hansen. Let me make this observation: I think, very fortu- 
nately, the framers of the antitrust laws framed them in very broad 
language, as the Supreme Court has referred to them as a similar type 
of language as might well be found in a constitutional provision. 

So our whole body of the antitrust laws has grown from what appear 
to be simple statutes to a vast body of the law, and under that situation 
antitrust has gone into many new fields, and Congress has cautioned 
us in its reports that we must be imaginative in carrying out the terms 
of the antitrust laws, and we have, § sir, been giving a ‘lot of thought 
to it, and further in my statement I will express one other thought 
that I won’t say is revolutionary, but I might say is a bit new, and 
whether the courts will sustain us in our position or not I don’t know. 

Senator Kerauver. All right, Judge Hansen. 

Senator O’Manonry. Mr. Chairman, may I say here I want to com- 
pliment the Senator from Wisconsin on his statement. 

The feeling that I see in Congress is far above any political aline- 
ment. There is a completely bipartisan conviction growing in Con- 
gress that industrial leaders must waken to the fact that they cannot 
isolate themselves from the cold war that communism is waging against 
us. They cannot allow the Government of the United States and the 
people of the United States to suffer great economic losses by way of 
inflation—losses which are now taking place—and hope to escape them- 
selves, because it is the Gov ernment of the United States that must 
take the actions and must make the expenditures for defense and 
economic aid which we depend upon to save the free world. 

Senator Witey. Thank you, Senator, for those kind words. [Laugh- 
ter.] In speaking as I have, I am not ‘seeking to pass judgment upon 
the necessity for steel- industry actions. I am only speaking about 
this increase. 

I have heard some talk that to meet the demands of the future it is 
necessary for one of these concerns to expend a billion dollars in im- 
provements, but that it has not the money and it will have to get some 
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of it out of income. That is something we must go into to determine 
the facts. That is part of the case, if there is a case against them, under 
the antitrust laws. But I am so convinced that every one of us, in- 
cluding big business and labor and others, must think in terms of this 
vast group of Americans who have been savers, who have put up their 
money and are saving with Government bonds, that have put this 
money into this backlog of insurance that we are taking from them by 
permitting this inflation to come. They are the big backbone of 
America—yjust like they have often said that it was the farmers of 
France who saved France because they saved their gold, and so forth. 

But I do not w: = to say that I know anything about the elements 
of costs in steel. I do not. There is labor, of course. But I do 
know it will have an inflationary result all along the line, and that 
is dangerous. So if we do nothing else at this meeting, at least, if 
we can get people to recognize their responsibility to the Nation as 
a whole, when they control big money, big power, as it is, then we 
may do something for the common man who, after all, is the backbone 
of America. This inflation must stop; otherwise, as the Senator 
says, the Kremlin will win the economic war. It will deprive these 
common people, many millions of them, of the savings of their life’s 
earnings. ‘That isa pretty dangerous proposition. 

Senator Keravuver. I too, want to compliment Senator Wiley on 
his fine statement. I wish to say, Judge Hansen, that on all sides, 
here in Congress, and I am sure this reflects the sentiment of the peo- 
ple, there is tremendous concern about the adequacy of the antitrust 
laws to stop this continuing spiraling of prices and wages, with the 
public being caught in the middle. People simply do not understand 
the reasons. 

The charts we have here show that 40 to 45 percent of the capacity 
of these plants is unutilized with thousands of employees out of work. 
We wish to know why, under those circumstances, all the steel com- 
panies can raise prices at the same time and in the same amount, 
although they have different costs. You proceed, sir. 

Mr. Hansen. Thank you, sir. 

Next there is the question, assuming the delivered pricing system to 
be legal, is it made illegal by all companies selling at the same base 
prices. In short, is consciously parallel behavior, where companies 
maintain independent but equal prices in such a system, enough to 
constitute conspiracy. 

Again, I do not know, but I suspect that if we were to bring such 
an important case as this to the Supreme Court, we would need some- 
thing more than mere unilateral action on the part of the companies 
in order to be upheld on a conspiracy charge under either section of 
the Sherman Act. 

It is, of course, this something more that we are presently investi- 
gating, and if we find it, we will prosecute. 

In the second place, there is the issue of monopoly power, either 
with respect to one company, or a combination of companies. We are 
constantly being asked, why don’t we file a monopoly case against 
United States Steel? Here again the problem is not so simple. 

Taking United States Steel alone, it has around 30 percent of the 
ingot capacity of the Nation. True it is the largest company, but 
it 1s surrounded by substantial competitors such as Bethelehem with 
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about 16 percent ingot capacity, Republic with 9 percent and some 5 
companies each with capacities of between 4 to 6 percent. This pres- 
ent capacity share of United States Steel is less than it was when the 
Supreme Court refused to break it up in 1920. 

Of course, size is not the only index of monopoly power. United 
States Steel may enjoy certain competitive advantages over its com- 
petitors such as to give it the power to control prices or exclude com- 
petition. For example, United States Steel is the most fully inte- 
grated, from the iron ore to the manufacture of finished steel products 
and on into the fabrication of certain products made from steel. Its 
steel product line is broader and its geographical operations are more 
widespread than any other company in the industry. 

Moreover, traditionally United States Steel has been the price leader 
in the industry and I have no doubt that no price change could stick if 
United States Steel did not either set the price or go along when some 
other company led off. It is these possible advantages which we are 
studying at the present time. However, each of these advantages 
must be studied in comparison with the size and potential of the sur- 
rounding companies. 

These are the two basic problems from a substantive point of view. 
But we also have procedural problems. There is considerable infor- 
mation which we would like to get from the companies involved. The 
trade press has asserted publicly that the increase in wages requires 
a price increase of at least $5 per ton, and that accordingly the present 
average increase of $4.50 does not even cover the recent direct increase 
in labor cost. "Whether these figures are accurate or not I have no way 
of knowing. 

The committee itself, I understand, sought, in connection with the 
last general steel price increase, to go into the relationship between the 
amount of the increase and the accompanying increase in labor costs, 
without satisfactory results since the companies would not provide the 
necessary details. We presently, as you gentlemen are well aware. 
have no powers to compel production of information except by im- 
paneling a grand jury and proceeding with the aid of its powers. 

Such a course would be justified only, in my opinion, if we had 
something more than what we now know about the present price 
increase which would provide reasonable justification for believing 
that the criminal laws may have been violated. 

The, Department has, of course, asked for the right to issue a civil 
investigative demand, and we have urged the Congress to enact appro- 
priate legislation. However, the Congress has not seen fit as yet to 
give us this very desirable additional investigative tool. 

Senator Carroty. Will you explain that? I am a new member of 
this committee and I would like to have you explain that statement. 

Mr. Hansen. Two or three years ago, proposed legislation which 
would give to the Department of Justice, in effect, subpena power to 
order a company to supply its records to us was presented. 

Under the present system we have to gather our information on a 
civil case as much as we can gather and then if we feel there are reason- 
able grounds to establish a violation, civilly, then we file a civil case 
and during the course of the preparation for trial we have extensive 
discovery procedures where we can have the court order them. 
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Now on the other side, if we have a suspicion of a criminal violation, 
we have no means of ordering the production of any documents. We 
first attempt to investigate ourselves. We then have the FBI make 
inquiry and a company or an individual can perfectly lawfully refuse 
to turn over any information whatsoever to the FBI. 

Now that leaves us, then, the sole means of acquiring information of 
impaneling a grand jury. Personally, I feel we should not impanel 
a grand jury unless we have reasonable grounds to believe that a crime 
has been committed, so we are foreclosed from discovery. 

We have no means here of ordering discovery in a contemplated 
criminal action, and I think to simply impanel a grand jury to go ona 
fishing expedition is a misuse of legal process, and we are handicapped 
terrifically by not having a power of subpena or a right to demand. 

Senator Carroti. Judge, at the State level, when they impanel a 
grand jury, the grand jury very often is not for the purpose of in- 
dicting but investigating. In most States, there is a constitutional 
provision that the grand jury must investigate and report, and if it 
does not indict, if it condemns anyone, the report is stricken, if it 
mentions anyone by name. 

Mr. Hansen. It is different in the State from the Federal. We have 
a special grand jury that is impaneled for a special purpose in an 
antitrust case. 

Senator Carroty. I am asking whether we can extend the grand 
jury statute. Ifin some way we can help you, if the Congress may not 
want to extend it in that sense, I am wondering if you have thought 
about the possibility of amending the grand jury statute. 

I can understand your problem. Once you get into a major investi- 
gation and names of certain firms are mentioned, then if you do not 
do something, you whitewash them. 

Mr. Hansen. Of course there is the element of fair play involved 
there too. The public generally are not aware of the fact that merely 
because a person is being investigated by the grand jury that that 
does not establish the fact of guilt. Yet it does throw a certain amount 
of stigma on an individual or company being investigated. 

It even goes so far as subpenas on persons to appear. I run into 
that time and time again where people say, “Here you have subpenaed 
us before a grand jury.” We feel there are certain elements of fair 
play. We have to be convinced in our mind, first, before there can 
be a grand-jury investigation. If we can have the civil investigative 
demand to be used both for civil and criminal cases, we could be helped 
tremendously. 

Senator Carroiu. I was thinking about your practical problem. The 
newspapers are not supposed to print the names or take the pictures of 
those called before the grand jury. This is the real essence of the 
democratic process. 

If we should extend the Federal grand-jury statute, you could con- 
duct your investigations; you would have all the investigative process 
that is necessary. If you could just stop the publicity, there would be 
no violation of the principle of fair play. I just throw that out as a 
suggestion to you. If you are denied this, perhaps we can reach it 
another way. 

Mr. Hansen. I would certainly want to give it some thought. 

Senator Carroiu. That is all I have, Mr. Chairman. 
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Senator Kerauver. Judge Hansen, have you made a recommenda- 
tion this session that the Department of Justice be given this investi- 
gative power. 

Mr. Hansen. I have been in office over 2 years, and the bill went in 
in 1956 and in 1957. I spoke to Congressman Celler about it several 
days ago—it may be now weeks; time flies so quicky—and I under- 
stood he was going to submit the bill. Whether it has been done or not, 
I cannot answer that. 

Senator Krravuver. I do not believe any request has been made of 
the Senate. 

Mr. Hansen. It was made last year. 

Senator Kerauver. Who was it made to? 

Mr. Hansen. Well, the President recommended it. 

Senator Krrauver. Are bar associations fairly unanimously op- 
posed to it ¢ 

Mr. Hansen. Unanimously opposed? The bar is divided, sir. They 
feel that such a power being granted to the Department of Justice 
would overburden industry by a misuse of it, the production of docu- 
ments, and what not. I would say the bar is fairly well divided. 
There is certainly no unanimity on either side. 

Senator Kerauver. You do use grand juries for investigations 

Mr. Hansen. It has been done, sir. It kind of goes against my 
grain, if I have a civil suit, to impanel a grand jury and have the 
stigma on people that they are under grand-jury investigation for 
possible violation of criminal law. 

I want to at least have—let’s put it this way: I want to feel at least 
satisfied in my own mind a crime has been committed, and then I will 
go to find it out; but simply a suspicion and then to use the grand 
jury for the purpose of a fishing expedition and then find you have 
not sufficient evidence to convict beyond a reasonable doubt and then 
come out with a civil case; I think this is a misuse of legal processes. 

Senator CarroLu. Mr. Chairman, this is the point I wanted to make: 
This is the basis, in my opinion, of the greatest of all of the democratic 
processes, the grand-jury investigation at the State level. Its essen- 
tial function is investigatory. It is not for the purpose of returning 
indictments. This is the only way the people have of getting around 
a prosecutor who won't do his job; by a private citizen petitioning the 
judge to appoint a special prosecutor—we want to look into the State 
mental hospital; we want to look into the State penitentiary; we want 
to look into municipal government. 

The truth of it is that, if we had had more county grand juries func- 
tioning, there would have been less labor racketeering in this country 
today—I mean the things that we read about. This is the essence 
of democracy functioning, and it may be true under Federal statute 
because you have no Federal common law, yet under the common law 
they always had grand juries functioning. I think we can remedy 
the statute if you need that, but this raises another question in my 
mind. As I remember the hearings on those subjects, the automotive 
industry denied us information, and the steel industry denied a legis- 
lative body full information about cost factors. 

Evidently, as a legislative body, we cannot subpena that information 
from these companies. Am I right in stating that? 

Senator Kerauver. That has not been tested out. 
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Senator Carrott. At least they would not give us the information 
through the Bureau of Labor Statistics. 

Senator Kerauver. We probably have the legal right, although prec- 
edents in the past have respected some trade secrets. We have tried 
to cooperate with these companies in that matter. But I think some of 
their requests for withholding information have gone too far. 

We probably have the legal right to force their hands, but we have 
not done it. 

Senator Carrotu. The reason I raise that question, Mr. Chairman, 
is that in these investigations I have attended we always come back 
to the factor of whether or not these increases are justified. I think 
this is what Judge Hansen is saying, because they never have really 
enough information to get underneath, to really build a case, to find 
out, first of all, perhaps, what their profit structure is, and, secondly, 
this question of Sooail pricing, I think, is of vital importance. 

Senator Keravuver. I think what Judge Hansen is referring to here 
is whether there is collaboration, whether the company officials talked 
together, in connection with these price increases. 

Mr. Hansen. Well, one other thought that has been going through 
our minds—— 

Senator Krravuver. I assume you do not find a record—the tele- 
phone is a very useful instrument in these matters. 

Mr. Hansen. I am not so sure but what a statement for the press 
which invites an answer from a competitor, to wit: “If my competitor 
X will meet this price, we are going to maintain it,’ whether or not 
that, in fact, is an offer that is put up and is accepted by the other 
when they meet it, and thereby a conspiracy, even though the two 
have not been seen together. I have no cases going that far, but it 
may well be. 

In other words, there may be a tacit agreement that “We will talk to 
the trade press and tell what we intend to do and then the other 
fellow reads what we intend to do,” and then, without ever saying to 
anybody else, “You do it,” the other fellow comes along and does it. 

Now, that is the reason I was reading all of these trade statements 
here. Iam not prepared to testify that the courts would go that far, 
but that is certainly a thought that we are very seriously considering. 

Senator Kerauver. So far as the public is concerned, it has the same 
effect as if they had met together and agreed upon a concerted action. 

Mr. Hansen. We are giving thought along that line, sir. 

Senator Keravver. I want to say that this committee is going to go 
further into the matter of giving you this power that you have spoken 
of, and which you say is now pending in the House. We feel that 
you need it, and we want you to have the tools that you need to go 
into these matters. We will see what can be done about it. 

Mr. Hansen. Shall I finish ? 

Senator Krravver. I think, at this point, we should have some 
discussion of just what you can do under section 6 of the Federal Trade 
Commission Act. You have the act there, Mr. Dixon. Does not the 
Attorney General have some right, under section 6, to get information 
by asking the Federal Trade Commission for it? 

Mr. Dixon. Mr. Chairman, as you and other members of the sub- 
committee know, section 6 contained the power of the Bureau of Cor- 
porations to investigate before it was merged into the Federal Trade 








4392 ADMINISTERED PRICES 


Commission. It was a direct legislative grant by the Congress to the 
Bureau of Corporations to investigate. That section 6 is still an 
integral part of the Federal Trade Commission Act. Under it the 
Federal Trade Commission does have the power to investigate, that 
Judge Hansen just said the Justice Department would like to have. 

Now, Judge Hansen, is it not a fact that the Federal Trade Com- 
mission can be called upon by you or the Attorney General to make 
such an investigation for you ? 

Mr. Hansen. Well, there is the matter of appropriations. I was 
going to suggest, although I have not included it in my statement 
here, that Congress should well consider making a request for a com- 
plete study of this entire problem by the Federal Trade Commission 
and in that resolution also providing the necessary funds for it, be- 
‘“ause to make a study of this kind is no easy task and I cannot per- 
sonally state their personnel problems but I know if I were attempt- 
ing to do it in the Justice Department, I would just have to forget a 
large segment of the job that we feel is essential to be done. 

Senator Keravuver, On this point—excuse me, sir. 

Mr. Hansen. Let me also mention here we have a very close 
haison and a very fine working arrangement with the Federal Trade 
Commission. ; 

We exchange information, we exchange evidence that we have, and 
it goes both ways, and we try not to overlap in our responsibilities 
where we have joint jurisdiction. 

Now I have not asked during my tenure that they make such a 
report. I was going to suggest to this committee that consideration 
should be given to the Congress to ask them to make such a study, and 
this committee can be assured we would cooperate with them to the 
fullest extent. 

Mr. Drxon. Before we leave that particular point though, Judge 
Hansen, there is no doubt in your mind, is there, that the Federal 
Trade Commission under section 6 does have the power to seek any 
type of information, however confidential it may be ? 

Mr. Hansen. They have it and we would like to have it. 

Mr. Drxon, Yes. 

Senator Keravuver. Under your working arrangements, if you re- 
quest them to get this information for you, can they not, through 
their investigative power under section 6, get it for your benefit ? 

Mr. Hansen. I think they could. 

I can see some very difficult budgetary problems, because if we are 
going to,continually call on them for reports that they are not 
normally getting, who is going to pay for them ? 

Senator Kerauver. You have to request Congress for the funds. 

Mr. Hansen. That is right. 

Senator Keravver. I do not think either you or the Federal Trade 
Commission have requested Congress for any funds. 

Mr. Hansen. We have not because we have not that power. 

Senator Keravver. You have no power to secure information under 
section 6 ? 

Mr. Hansen. We have not that power. 

Senator Keravver. All right. 

Senator O’Manonry. Mr. Chairman, T have known the Congress 
and the executive departments to cooperate in the investigation of 
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economic conditions throughout the country. I think it would be 
perfectly feasible because it has been demonstrated to be feasible 
in the past, for the Department of Justice and the Judiciary Com- 
mittee to cooperate in bringing about this very investigation that you 
want, Judge Hansen. 

If the Department of Justice would send you up here to this 
committee with your interrogators, and the lift of information that 
you wanted, I think we could have little difficulty in getting out the 
subpenas that you want. 

I think in the critical condition that does exist, because we are 
dealing not only with the increased price of steel, but we are dealing 
with the increased price of aluminum, which followed almost immed- 
iately, and of other commodities. 

It is not one industry alone. It is the whole inflationary spiral 
that really involves the life and death of free government, because if 
the United States is not economically strong, there will be no world 
leadership for free government. 

That ought to be perfectly clear to the leaders of industry. It is 
not always clear to them, it is not always clear to the leaders of labor, 
it is not always clear to the leaders in States and communities. They 
rap on the door of the Treasury and the Congress asking for huge 
appropriations for this and for that, never thinking of the overall 
effect. 

I would very much like to see the Department of Justice and this 
committee working together, Mr. Chairman, to bring out the in- 
formation which the Department of Justice has so clearly stated 
here this morning is necessary in order to find out what is going 
on in this economic sphere in which we will have to live or die. 

Mr. Hansen. I would be remiss if I did not say that the work of 
this committee and also the work of the Celler committee has been 
tremendously helpful to us. 

Your report of March 1958 gave us much information and elimi- 
nated a lot of spade work that would have been required of us. So, 
as I say, I would be remiss if I did not say that much of our investi- 
gative work is done by vour very committees. 

Senator Krerauver. We appreciate that. We, of course, have diffi- 
culty here because we have so many committee meetings, and we do 
have a limited staff. 

Mr. Hansen. I have a short 

Senator Kerauver. I think Senator O’Mahoney’s suggestion is fine. 
There must be ways and means through the Federal Trade Commis- 
sion, through investigation by committees of Congress, to get at this 
ee We are going to see about getting behind this suggested 

ill that you have been talking about. 

Mr. Hansen. I might add also the fact that counsel for these com- 
mittees have been very helpful to us in pointing up problems and in 
actually giving us leads that have resulted in—— 

Senator Kerauver. Thank you. We feel we have very able people 
on our staff. 

Mr. Hansen. Would you like me to finish this last half page? 

Senator Kerauver. Yes. 

Senator Carrotu. Mr. Chairman, I would like to make an observa- 
tion here, as to the suggestion made by the chairman and Senator 











4394 ADMINISTERED PRICES 


O’Mahoney, and the comments of the judge, that perhaps we can 
function here asa grand jury. 

You see, in the case of a legislative committee with a primary pur- 
pose, which would bring out legislation not only on behalf the De- 
partment of Justice but the Federal Trade Commission as well, I 
think that would begin to quiet some of the criticism leveled at some 
of the committees that they investigate and investigate and nothing 
comes of it. 

It is a very involved, a very complex subject and perhaps if we had 
such a major investigation into cost factors and parallel pricing, per- 
haps we might come up with some legislative answers to this problem. 

Senator Krravver. We could do something like Senator O’Mahoney 
did in the TNEC investigation years ago. Whether he and other 
Senators are willing to undertake another TNEC investigation, I 
do not know. 

Senator O’Manonry. If we had the cooperation of the agencies with 
the committee in the manner which I have indicated, there would be 
no difficulty. I would say for the benefit of the leaders of industry, 
that so far as I am concerned, I am sure the senatorial committee 
would be very happy indeed to conduct this study as a grand jury 
without public hearings, if necessary, wherever there were supposed 
trade secrets involved. I think that could very easily be done. 

The great point, of course, is that the present crisis is so vital to the 
survival of free government that nobody should hesitate to lay the 

cards on the table. 

Senator Keravuver. And nobody should hesitate to use any tools 
available. 

Senator O’Manoney. That is right. 

Senator Kerauver. All right, Mr. Hansen. We have diverted you 
for a considerable time. 

Mr. Hansen. I donot think that there is much left. 

Senator Keravver. I think it was a very worthwhile discussion and 
colloquy. 

Mr. Hansen. It has been most helpful to me, I can assure you. 

Another procedural possibility would be to file a complaint based 
upon the newspaper announcement of the price increases, and then 
seek through civil discovery procedure to find out whether the com- 
plaint which we have filed ‘and which made allegations of law viola- 
tion, had any facts to justify or support it. 

In my opinion this would be irresponsible action by a prosecutor. 
Moreover, the recent price increases are in effect, the steel companies 
are under an FTC order not to agree to fix prices, and no court would, 
in my opinion, grant any decree rolling back their prices. 

In the light of what I have said earlier this morning concerning our 
duties and responsibilities, I want to emphasize that we are not author- 
ized to seek to prevent or roll back an industry price movement. We 
are only authorized to proceed when we believe the law has been 
violated. 

In conclusion I want to repeat that we are most concerned over the 
recent increases announced in the steel industry. If we find any 
reasons for thinking these are the result of activity which violates the 
antitrust laws, we shall of course move appropriately. 

Thank you very much. 
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Senator Kerauver. Judge Hansen, I want to congratulate you very 
sincerely upon a very thoughtful statement that faces up to the prob- 
lem before us. It is a statement that I think does point up the issue 
for Congress, the American people and industry. 

I notice on page 11 of your statement, Judge Hansen, that you say 
you “expect the staff to report back to me whether expanded action 
may be necessary.” 

Since 1949 the Department of Justice has been investigating possible 
violations of the Sherman Act in the steel industry, particularly Big 
Steel. 

Can you tell us when you expect to receive this report back from 
your staff as to whether there should be an expanded investigation, 
whether action should be brought, and what should be done? 

Mr. Hansen. I should say first that study has been tremendously 
helpful to us in furnishing much of the information that was used in 
the Bethlehem- Youngstown case. 

Secondly, the study of that report has been exceedingly helpful to 
us in our investigation on the west coast. 

I had a conference, obviously, after speaking with you, and I added 
an additional economist and an additional lawyer to the ‘staff to expe- 
dite the report on it. 

We have a problem which I mentioned here and I have again pre- 
sented it to them for their recommendations, and as to when it will 
come up, I cannot answer it. 

But we will do it just as expeditiously as we can and I hope we are 
able to find some of the answers we need. 

Senator Kerauver. We see you have here at your side Mr. Harrison 
Houghton, whom the chairman remembers from the Small Business 
Committee days when he was in the House of Representatives. I re- 
member he was with the Federal Trade Commission then. He is a 
very able economist. 

Mr. Hansen. He has been working on our Bethlehem- Youngstown 
case and has been working on this problem and is one of our fine 
economists in the Division. 

Senator Kerauver. He is a very able man. You also have Mr. 
Robert Mitchell and Mr. Turner, I believe, here with you today. 

Mr. Hansen. Yes, sir; they are both here. 

Senator Krerauver. When approximately can we expect you will be 
in position to decide whether you can attack the monopoly power of 
United States Steel or the practices of the steel industry ? 

Mr. Hansen. Just the minute we have the evidence that we feel 
we can prevail. We will move just as quickly as we can, and just 
as this committee had terrific problems in getting evidence that was 
needed we are having our problems too. 

I cannot promise any definite date but I can assure this committee 
that we will work on it conscientiously and with the point of securing 
sufficient evidence to take action, if it is warranted. 

Senator Krerauver. The full investigation was carried on from 1949 
to 1952. Can you tell us any more details about the recommendations 
made in that investigation or whether this is supplemental to that 
investigation ¢ 

Mr. Hansen. Let me answer it this way: Much that was in your 
report of March 1958 is also in our report. 
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Some of the factual information in my statement here is in our 

report. 

he report is not definitive. The report requires, and does point 
up some of the same problems which I pointed up here, and requires 
further investigation. 

Senator Keravuver. Judge Hansen, Senator Wiley pointed out that 
nobody liked price controls and wage controls, that Congress did not 
want to have price controls and wage controls, but apparently these 
matters were being controlled by some other people at some other level. 
The question is what is happening to the value of insurance policies. 
What is being done to hold the line against inflation? What is hap- 
pening to pensions ? 

You have pointed out, Mr. Hansen, that the purpose of the anti- 
trust laws is to make it possible to have a fair price structure through 
competition, thus obviating the necessity for direct price and wage 
controls by Congress. 

But with the economic situation developing like it is at the present 
time, we cannot wait too long. Antitrust laws are apparently slow. 
People are ae alarmed; Congress is concerned. The art of 
delay has been greatly improved. It is up to you to make these anti- 
trust laws effective so that it will be unnecessary for us to have to pass 
price and wage controls. 

Do you think the process that you have in operation now is going to 
be sufficiently rapid to stop this leapfrogging action we have seen, or 
is it going to be a postmortem ? 

Mr. Hansen. Well, they say the squeaky wheel gets the grease. 

By the same token, he who is pinched begins to holler. 

I have seen an awful lot of hollering and an awful lot of com- 
plaints by some of those we have attacked during the last couple 
of years, so I assume we are hitting some sore spots. 

I have certain tools that are given to me, and I have taken an 
oath to enforce the antitrust laws. 

I am doing it to the best of my ability. I can only do that and I 
can only do that with the tools that I have. 

Now we have had, I think, phenomenal success, I am not taking 
the credit myself, but over the years there have been approximately 89 
or 90 percent successful terminations of all antitrust cases. 

It should be such because we select the cases, but I think that it is a 
pretty good record and I am not taking it as my record, but taking 
the record over the past 15 years. 

Senator Kerauver. Judge Hansen, if the antitrust laws, as they are 
now, are too slow or if they are not adequate to deal with matters 
that have been discussed here today, this committee and Congress is 
entitled to a recommendation from you for their improvement. Or 
if there is no recommendation, we are entitled to look to you for suffi- 
ciently fast action to protect the public interest. 
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Could you not seek an injunction to stop a price increase ? 

Mr. Hansen. An injunction can be granted, one, if irreparable 
damage can be shown. 

Two, if a complaint sets forth a cause of action of violation; and 
three, that there are affidavits substantiating the facts that are alleged 
as ultimate facts in the complaint. 

It is tantamount to a request for summary judgment. 

In my opinion, we do not now have sufficient evidence to file a 
complaint that would justify the issuance of a restraining order of a 
preliminary injunction. 

Senator Kerauver. Well, now, let’s see those things in detail. What 
was the first requirement ? 

Mr. Hansen. Well, to have an injunction you have got to show 
irreparable injury or damage 

Senator Keravuver. Do you think you would have any trouble show- 
ing irreparable injury to the public ? 

Mr. Hansen. I don’t know. I don’t know the cost structure of the 
steel companies. 

It may well come up that they could show irreparable damage if they 
did not have the increase, and we are without that evidence. 

Senator Kerauver. Since August 1956, hasn’t there been a $2 billion 
direct increase in cost to steel buyers ? 

Mr. Hansen. Well, if I had the evidence, there would be no prob- 
lem. That is one element; I said irreparable damage. Let’s assume 
you could find irreparable damage; the real hurdle—the real hurdle, 
in my opinion, is not only the complaint, but the sworn statements as 
to the facts to support your allegations in the complaints, and I have 
not anyone that can sign the affidavits to substantiate the facts that 
would state a cause of action at this time. Had I had one, I would 
have 

Senator Keravuver. Turn around and look at the charts, Judge 
Hansen [indicating]. There you see prices going up and steel produc- 
tion going down and down, as you see, to 55, 56, 58 percent of capacity 
in all lines of steel. 


Mr. Hansen. These facts are not difficult to prove. The facts I 
need are the facts of conspiracy. 

Senator Krerauver. Those are facts that show abnormalities and 
which were used in the American Tobacco case, were they not? 

Mr. Hansen. Yes, sir. 

Senator Kerauver. That is circumstantial evidence. 

We will place those charts in the record here. 
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(The charts referred to follow :) 


HOT-ROLLED SHEETS, AND TIN AND TERNEPLATE 


TRENDS IN PRICE AND PRODUCTION, 1947-1958 
(1947- 49 = 100) 
(MONTH AT END OF QUARTER) 
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HOT-ROLLED BARS, AND REINFORCING HOT-ROLLED BARS 


TRENDS IN PRICE AND PRODUCTION, 1947-1958 
(1947-49=100) 
(MONTH AT END OF QUARTER) 
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COLD-ROLLED SHEETS AND COLD-ROLLED STRIP 


TRENDS IN PRICE AND PRODUCTION, 1947-1958 
(1947-49 = 100) 


INDEX (MONTH AT END OF QUARTER) 
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STRUCTURAL SHAPES, AND PLATES 


TRENDS IN PRICE AND PRODUCTION, 1947- 1958 
(1947-49 = 100) 
(MONTH AT END OF QUARTER) 
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PIPE AND TUBE, AND RAILS 


TRENDS IN PRICE AND PRODUCTION, 1947-1958 
(1947-49100) 
(MONTH AT END OF QUARTER) 
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Mr. Hansen. Might we have copies of them, sir? 

Senator Krrauver. Yes; we certainly will make them available to 
you. 

Mr. Buarr. Mr. Chairman, I would just like to add one point. We 
have endeavored on these charts to reflect as best we could the extent 
of the price increase as it has been reported in the trade press. ‘The 
charts are constructed on the basis of the price at the month ending 
each quarter. The last month for which we have data at the end of a 
quarter is March, so that the production figures are as of March of 
this year, which is the last date shown. Since that time, there has 
been some increase in steel production which we will incorporate into 
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the charts as soon as the June figures are available to us, which will be 
wbout August 8. They will show a very moderate increase in produc- 
tion levels. 

Mr. Hansen. What about June? 

Mr. Brarr. Yes, sir; the overall operating rate was 61 percent of 
capacity in June, as compared with 53 percent in March. 

Senator Krravuver. I am impressed with the statements of Jerold 
Van Cise when he appeared with Mr. Barnes and Mr. Howrey on a 
panel. He wrote down his impressions and ideas about this matter 
to help in an understanding of the antitrust laws. He said: 

In the absence of written evidence, uniformity of abnormal price increases and 
other inexplicable parallel conduct speak as loudly as memorandums. 

Mr. Hansen. [agree with that. 

Senator Keravver. I have here a part of the hearings which Sena- 
tor O’Mahoney conducted last year on the oil industry. Over a year 
ago, Humble Oil raised its price 1 cent, and the other companies raised 
it the same. 

Mr. Hansen. What was that? 

Senator Kreravuver. Oil. 

Mr. Hansen. We indicted a few in Alexandria; yes, sir. 

Senator Keravuver. Was that not a case of conduct following the 
leader upward ? 

Mr. Hansen. Mr. Chairman, you and I do not disagree at all. 
I think (1) if you have conversations between competitors, (2) fol- 
lowed by a uniform increase in price, and (3) that the economic con- 
ditions are such that you not normally expect the price increase, an 
inference of a conspiracy is created. Now, I do not disagree with 
that, and that is exactly what we are looking for and looking very 
carefully for in this case. 

Senator Kreravuver. Senator O’Mahoney, any questions? 

Senator O’Manoney. Mr. Chairman, I want to compliment Judge 
Hansen very much for the statement that he made here today. I think 
it was a frank, able, and forthright statement. I think it is a chal- 
lenge to the leaders of industry. The subcommittee, attacking this 

roblem, has not as yet issued any subpena to any leader of United 
States Steel or of any other steel company. I think, however, that 
the evidence given by Judge Hansen this morning ought to stimulate 
the leaders of United States Steel to come before this committee vol- 
untarily at their own request to discuss this problem in the light of 
the critical situation the Nation itself faces. 

To show that what I said in the beginning is not mere talk, I want 
to read into ‘‘e record some facts about the national debt from the 
New York Times of yesterday morning. I found this statement under 
the heading “One-Year Maturities Are $74,781,035,182” : 

Direct obligations of United States Government in the hands of the public 
that will mature within 12 months amount to $74,718,035,182. They consist of 
Treasury securities as follows— 

We must get away from the idea that we are dealing here with 
fiscal obligations. I want to use the simple terms of Main Street. We 
are dealing in Government I O U’s which have been issued because 
the Government has not had the tax revenue sufficient to enable it to 
pay the costs of defense and the Government. 
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Today is the 5th of August. st 7, there will be discount 
bills due which will have to be caeente the amount of $1,700,410; 
a week later, some more discount bills in the amount of $1,700 027; 
a week later, another accumulation of discount bills of $1,800 ‘7 50 000; 
and, in another week, on the 28th of August, $1,800,280 000; ‘then, on 
the ist day of Se tember, series E savings bonds to the amount of 
$2,231,613,000. There are series E savings bonds on the same date, 
and series G savings bonds on the same date. 

ts If those 3 are to be added together, the total will be almost $314 

illion. 

These savings bonds are held by the little people. The Government 
has been paying them off, because the savings bonds are redeemable 
without discount whenever presented for payment, but we are still 
selling the savings bonds, and we are still able to refinance them. 

I will put the whole table in the record, without reading it all. 

Senator Krrauver. Without objection, it will be put into the record. 

(The matter referred to follows :) 


[From the New York Times, August 4, 1958] 


ONE-YEAR MATURITIES ARE $74,718,035,192 


Direct obligations of the United States Government in the hands of the public 
that will mature within 12 months amount to $74,718,035,192. They consist of 
Treasury securities, as follows: 


ss, ween Se a) eo ee ‘1, 700, 410, 000 
I re a i ee a gE , 700, 027, 000 
rem i a i slim reyeieibpnnleien ene : 800, 750, 000 
FE A ing SR Ea a, Sp ee 1, 800, 280, 000 
pa. 1-- sere ae ee vines OREN 2, 231, 613, 495 
Sept. 1—Series F savings bonds *_....._........._____.__.____ 125, 960, 692 
pee. 1 eries @ Gavones bonds"... i 869, 751, 100 
Ica ne al ocstisiimnnes 1, 800, 204, 000 
I a lh Seine ania tt 1, 700, 209, 000 
Ne ee ea ecedeaies piv akawereiggsenrairtemene 1, 701, 012, 000 
eens aed pemomenn Wem Oe Ca 1, 700, 384, 000 
Oct. 1—114-percent Treasury notes_.._........-.___-__________ 121, 269, 000 
I er a ca i cr ie ite 1, 700, 356, 000 
reas a roar a 1, 700, 060, 000 
eee cous eer rani mmaaes 1, 700, 003, 000 
bes races eens 5 ee 1, 700, 341, 000 
Oct. eee NOL AS 2 idee eee es oe ee eS ial 1; 700, 497, 000 
Dec. 1—3%4-percent certificates of indebtedness___.........____ 9, 832, 719, 000 
Dec. ee. SCIEN, aOR cee eneion 2, 368, 365, 000 
1959 

aun; G-Series 3 anavings bends...o ocho St oie. 2, 264, 464, 636 
SOR Der EIR STIS DONGR io kites cde oti oennn-os 201, 882, 669 
i 3 —— re 88 BOTS OE nn ce menpeenn manmade ems 1, 244, 254, 100 
Feb. 14—214-percent certificates of indebtedness__._...__....___-_ 9, 769, 891, 000 
Feb. 15—1%-percent Treasury bonds__......._.._____--________ 5, 102, 277, 000 
Apr. 1—144-percent Treasury notes._........... 1... __ 118, 847, 000 
May 15—114-percent certificates of indebtedness_._..........-~- 1, 798, 257, 000 
Aug. 1—15%-percent certificates of indebtedness__......_._____-- 16, 264, 000, 000 

ee eaten ee a ee 74, 718, 035, 192 
TO? NE I Tc ich dated edb babeasaioniniiatenibee tienen unin 74, 719, 145, 692 
ai a 78, 580, 677, 124 


3 Maturing monthly within a year from this date forward. 
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Senator O’Manoney. I want to say for the record that including 
everything due in August, September, October, and December, the 
total amounts to more than $37 billion. That is $37 billion which 
this Government must refinance before the first of January. 

The interest upon this debt varies in amount. Discount bills are 
sold at varying interest rates, of course, but here we have due on 
December 1, 1957, $9,632 million of certificates of indebtedness bear- 
ing an interest rate of 334 percent. 

f you were to count the entire interest rate upon all this debt, it 
would amount to considerably more than 2 percent on the entire 
amount outstanding. 

As a matter of fact, I doubt if the $10 billion which the President 
is asking Congress to add on to the ceiling of the national debt can 
be financed—can be borrowed, to use the plain word—for less than 
21% percent. ‘That means that we shall be adding $250 million annu- 
ally to the cost of carrying the national debt. 

In order that it may be clear that this is not my language, I want 
to read from the release which was issued on July 21, 1958, by Secre- 
tary of the Treasury Robert B. Anderson, and Maurice Stans, Direc- 
tor of the Bureau of the Budget. This statement was issued for the 
purpose of showing what the financial condition of the United States 
was at the end of the fiscal year, on June 20, 1958. 

This is what the joint statement says: 


Receipts were $69.1 billion and expenditures were $71.9 billion, resulting in 
a budget deficit of $2.8 billion. In January a deficit of $400 million had been 


estimated— 

that means that when the President’s budget was submitted to Con- 
gress at the beginning of this session, it was the estimate of the 
Bureau of the Budget, of the Department of the Treasury, and of 
the White House that there would be a deficit for fiscal year 1958 
of less than half a billion. Instead we are now told by the Secre- 
tary of the Treasury and the new Budget Director that the deficit 
was $2.8 billion. 

Then the statement goes on: 

The results for fiscal year 1958 as compared with January estimates and 
with results for 1958 and 1957 are shown in the following table. The figures 
are based on preliminary reports and are subject to later revision. 

Now then, one of the most significant of all these figures is, as I 
say, the interest upon the national debt. In 1957 the people of the 
United States, through their taxes, paid in interest upon the national 
debt for fiscal 1957, $7,244 million. In 1958 the amount of interest 
upon the national debt was $7.612 billion, a gain of almost $400 mil- 
lion in the payment of interest which, of course, is an annual bill 
which must be raised by taxation while the I O U’s outstanding con- 
tinue to rise in the total, and the ceiling on the debt is raised. 

In tables showing budget receipts and expenditures, actual, for 
1958, we find this fact set forth in clear figures that nobody can deny. 
The greatest expenditure of the Government was for the military 
functions of the Department of Defense amounting to $39,010 million, 
to which must be added civil functions expense amounting to $738 
million. 

Throughout the Government we have the General Service Admin- 
istration, we have the independent offices, we have the Veterans’ Ad- 
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ministration, the Housing and Home Finance Agency, the Department 
of Agriculture, the Department of Commerce, and so forth and so on. 

None of these departments, not one of them, not even the Depart- 
ment of Agriculture which spent $4,887 million in 1958, nor the Vet- 
erans’ Administration which spent $5,098 million, none of these depart- 
ments or agencies even approximated the expenditure made for interest 
on the national debt. 

Take the Veterans’ Administration, $5,098 million. 

The interest on the national debt was $7,612 million. 

Mr. Chairman, Judge Hansen, this report by the executive branch 
of Government ought to make clear to the leaders of the steel industry, 
the leaders of the aluminum industry, the leaders of the copper in- 
dustry, the leaders of every other great national and international in- 
dustry that carry on the interstate and foreign commerce of the United 
States, that we cannot possibly proceed with this inflationary spiral. 

Governments can go broke just as well as businesses, and when they 
go broke their bonds become worthless. 

Senator Keravver. I certainly agree with that. 

Senator O’Manonery. I think this is an invitation to the leaders of 
industry to come forward voluntarily and make their contribution 
to the solution of the problem. 

Senator Keravuver. I agree with the Senator they should do so. 
Speaking as a person who has always been a friend of labor, I say they 
have a responsibility in this matter too. I hope they will be concerned 
about it, and will follow the same course. 

Suppose we have about a 3-minute recess. We have been in session 
for a long time. 

(Short recess.) 

Senator Keravuver. Senator Wiley ? 

Senator Wizey. I have very few questions, Judge. 

I can join with the others in saying that I have os with profit 
to your statement and to your keen working brain. I might say also 
that some of the matters that I will discuss come from taxpayers. 

Have you any basis on which you could give even an approximation 
of what this additional price rise in steel will cost the Federal Gov- 
ernment in its expenditures of some 40 to 50 billion for war materials, 
defense and what not ? 

Mr. Hansen. Well, I suppose that—I have, in answer to your ques- 
tion, I have not any information, but I suppose the percentage of in- 
crease would be, you know the price they paid before and what they 
are paying now, paying X percentage more now, why it would cost 
them the difference between what they paid for and have to pay now. 

What that would amount to I do not know. The only estimate I 
saw at all, an article in the paper said the increase might amount to 
approximately $10 per automobile cost. That may be accurate and 
may not be. 

enator Keravver. That is the actual increased price of the amount 
of steel that goes in the automobile. It does not include any 
pyramiding ? 

Mr. Hansen. It is pyramided. So I think the only honest answer 
I can give is I cannot answer your question, because I do not know. 

Senator Witey. I want to bring into the record that the reason for 
this is that in my humble opinion, from what has been said here today, 
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there arises a responsibility on all of us to see that the morale of our 
people is not destroyed. When the taxpayer pays his taxes and reads 
in the paper that this money is for the national defense, as one man 
said, “I think it is for the steel industry.” 

That is a very nasty remark, but it is the way people react. So I 
agree fully that we have a responsibility i in this hour of crisis—with 
trouble in the Middle East, we don’t know what Khrushchev is going 
to do; we don’t know what is going to happen if inflation starts. Part 
of the problem has been outlined by Senator O’Mahoney. We have a 
tremendous responsibility to see that the morale of our people is not 
affected, to say nothing about their poc ketbooks, and when you affect 
the taxpayer’ s poc ketbook, you have a tendency to affect his morale. 

So your answer is, I presume, that with pyramiding, the effect of the 
steel price increase would be considerable. That is probably outside 
of your line as a prosecutor, but it is tremendously significant, as I 
see it, because we are spending a great deal of money. This $10-bil- 
lion or $12-billion deficit estimated for next year takes immediately 
from this same taxpayer, who has been husbanding his resources, a 
tremendous sum, if he owns bonds or insurance. 

Mr. Hansen. It certainly is within our consideration because one of 
the elements we take into consideration in filing the complaint is the 
overall economic impact of the violation. 

Senator Witry. That brings me back to the other question I sug- 
gested in the beginning. I think we have to get out of the rut we are 
in. We have to think in terms of getting results in the interest of the 
general welfare, in the interest of 170 million American citizens, and, 
of course, in order to get the mechanism, we have first to get the facts. 

I do not think, as I said in the beginning, that I have sufficient in- 
formation as to whether this rise is equitable, whether it is impera- 
tively necessary, and that involves a lot of things. It involves the 
question of the great steel industry as a mechanism in the national 
defense. 

Is it, as someone suggested, necessary that great improvements be 
made? I don’t know. Those have to be offset against other factors. 
In this committee’s actions, I trust that we do not simply go into the 
question of mere enforcement of antitrust laws. 

I think the time is now that we have to raise our sights and see the 
overall challenge here. And again, I compliment you. I am sorry I 
have to leave, but I have to be at a 12:30 committee meeting. 

Senator Kerauver. Thank you very much, Senator Wiley. 

Do you wish to comment on Senator Wiley’s observations ? 

Mr. Hansen. I don’t disagree with what he said at all. I do feel 
we have got to, in the course of things. 

However, my duties and responsibilities and contribution to the 
overall problem is rather limited. I am not operating on the level that 
decides the overall policy matters with reference to amendments to the 
law, extension of the law, or economic problems. 

But we do consider and we do have a capable, if not too large an 
economic staff that considers these economic problems and we feel it 
is our responsibility where there is a problem that does have an overall 
economic effect that we should give it every attention that we are 
able to, and we certainly will. 

Senator Keravuver. Senator Carroll? 
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Senator Carro.u. Judge, I am impressed that you have a great many 
problems in trying to enforce the law in this field. 

Senator Wiley said though, I think we have to get out of the rut. 
The antitrust laws, in my opinion, are just not adequate for the job. 
No matter how hard you try, with your limited staff, with our expand- 
ing economy, you can only scratch the surface. 

f we take a look, Mr. Chairman, at the oil investigation, the auto- 
motive investigation, the steel investigation, we say, “Here we go 
again.” I am mindful of the remark you made here on page 1 of 
your statement where you refer to “whether the price increases are a 
result of a conspiracy to fix prices or an indication of monopoly 
power—monopoly control over the industry.” 

Your own statement here in the record, Judge Hansen, is that for 40 
years United States Steel has shown a uniformity of pricing. You 
asked, “Are we landlocked?” For 40 years they have been doing this. 

Senator Kreravuver. You mean all the steel companies ? 

Senator Carrotu. All the steel companies show uniformity in 
pricing. 

We saw the same thing in the automotive industry and in the oil 
industry. The question is, What are we going to do about it? I think 

ou have done a creditable job in the oil industry. You have secured 
indictments, and are prosecuting. 

But we know the long fight it takes through the courts. It will be 
the same thing. It has been the same thing year after year, with 
maybe a consent decree resulting. As you have described the Pitts- 
burgh-plus basing point and the multiple-basing-points system, when 
the companies get out, the prices were still the same. That is why I 
think Senator Wiley has put his finger on it—we have to get out of 
this rut. The question is, do you have any recommendations? 

Mr. Hansen. I have been giving quite a bit of thought to it. One 
thought that has been running through my mind and some members 
of our staff, is there some means oh section 2 of the Sherman Act 
could be amended to give us a similar type of tool that we have in 
the Clayton Act in the case of mergers? 

Now we lose the United States Steel case or the Columbia case, be- 
cause of the fact there was not the monopoly power proved. 

Now whether if some incipient monopoly power might also be ap- 

lied to the section 2 of the Sherman Act or not, I do not know. I 
ave not thought it through. 

Another area where we have—— 

Senator Keravver. Let’s make that clear. 

You mean you would add to section 2 of the Sherman Act the test 
in section 7 of the Clayton Act, so that attempts to monopolize under 
section 2, like mergers under section 7, would be unlawful if they 
would substantially lessen competition or tend to create a monopoly 
in any section of the country ? 

Mr. Hansen. Now, I do not have the wording of it, but you asked us 
to give some thought to it and we have, as to whether or not some such 
or similar amendment that would enable us to, where there is an at- 
tempt in the part of a corporation to monopolize, could we have some 
amendment to section 2 that would give us the same sort of provision 
that we have in section 7 ? 
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Tam not sure that it can be done. 

There was one other thought that we had—— 

Senator Krrauver. Did you have a question, Senator O’Mahoney ? 

Senator O’Manoney. I do not want to interrupt. 

Senator Carro.u. I want to finish along this line. 

Senator O’Manonery. I was going to say, Judge, because your state- 
ment just concluded brings to my mind the fact that the Department 
of Justice recommended to both Houses of Congress the passage of the 
prenotification of merger bill. You are still endorsing that bill, are 
you not? 

Mr. Hansen. Yes, sir. 

Senator O’Manoney. You are aware, are you not, that the United 
States Chamber of Commerce has been conducting a campaign among 
the local chambers of commerce throughout the United States in the 
effort to persuade the local chambers of commerce to raise obstacles 
in Congress to the passage of that bill ? 

Mr. Hansen. I understand it is not limited only to that organiza- 
tion, but that others are. 

Senator O’Manoney. Yes, you are quite right. Other similar or- 
ganizations are engaged in that effort. 

In other words, there is a concerted movement—the United States 
Chamber of Commerce, the National Association of Manufacturers, 
and others are seeking to break down the basic principles of the regu- 
lation of interstate commerce by the Congress of the United States as 
provided in the Constitution. 

I noticed in the newspaper yesterday that Adm. Ben Moreell, former 
admiral in the Navy at the beginning of World War II, has recently 
announced his espousal of the cause of a new organization, Action by 
Constitutional Provisions, or Constitutional Guarantees, or something 
to that effect. 

One of the principal objectives that this new organization seeks is 
free enterprise, but they mean freedom from Government regulation. 

It ought to be clear from what we see going on around us in the 
world, particularly what we see happening in the Government of 
France now—de Gaulle has presented a new constitution to France. 
He is endeavoring to preserve free government in France but to do so 
he asks for a constitution which for several months will make him the 
practical dictator of the economic life of that country. 

Wherever this experience has been suffered before, it has been the 
history that when free governments go broke, the so-called man on 
horseback takes over, and that means the end of free government and 
the end of free enterprise. 

I think the time has come for leaders in Government, who have 
taken the position that the Department of Justice has and that you 
have, to exercise their. utmost effort to persuade the leaders of indus- 
try and of labor to realize that we may be fighting the last battle for 
free government right now. If thiscountry goes broke, I do not know 
what the United States Steel Corp. or what the Aluminum Corp. or 
what other great corporations can endure, but we will all go down 
together and a dictatorship will take over. 
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Mr. Hansen. Of course we have made other recommendations that 
did not meet with the approval not only of the chamber of commerce 
but with Congress itself on our merger of banks. 

Senator O™M. AHONEY. No doubt about that. 

Mr. Hansen. Merger of banks, for example. 

Senator O’Manoney. I am not excluding Congress from my appeal 
to the use of reason. 

Mr. Hansen. I did not mean to be facetious either. 

Senator O’Manonry. That is perfectly all right. You are entitled 
to do it. 

Senator Kerauver. Senator Carroll, you may proceed. 

Senator Carrot. What I am trying to do is develop some new ideas. 
You remarked that for 40 years we have been in this rut. Where do 
we go from here? Do we continue to hold congressional hearings and 
gether great volumes of evidence? 

I think your one suggestion here right now is a constructive one. 
Mr. Hansen, has that Seen submitted in written form to Congress? 

Mr. Hansen. No, sir, it has not. 

Senator Carroti. Will you take a look at it and submit it to us? 

Mr. Hansen. We have been recently looking into it. 

What stimulated our thought along that line was the report of your 
subcommittee of March of 1958. 

Senator Carrotz. This will deal with, I assume, conscious parallel- 
ism that is talked about in one of the Supreme Court decisions. Are 
we going to meet that problem now? I read your statement: 

The circumstantial evidence of conscious parallel behavior might have made 
heavy inroads into the traitional desirable attitude toward conspiracy but 
conscious parallelism has not yet read conspiracy out of the Sherman Act 
entirely. 

What does that mean ? 

Mr. Hansen. Well, the amendment would have to go to the economic 
effects rather than limited to the conspiracy as it is now at present. 

Senator Carrotu. In other words, you might infer a conspiratorial 
agreement as circumstantial evidence. 

“Mr. Hansen. But you still have got to prove it. 

Senator Carrot. But if you have this price behavior, you may 
have something to go on. 

Mr. Hansen. That is what we are working on. 

That is correct. 

That plus the facts of economic effect without the necessity of 
conspiracy. 

Senator Carrotu. This is very constructive. 

Let’s take another point here. Merely because it is advocated by 
some labor leaders, in my opinion, is no reason why the thought ought 
to be rejected. 

This gives comfort ; this is a constructive suggestion. 

Before labor or an industry affected with the public interest. estab- 
lishes a wage increase or a price increase, it ought to appear before 
a public body, with the increase held in abeyance for 60 days until 
there is a hearing, not in the sense that the decision of this public 
body would be final, but it would focus the spotlight of public opinion 
on what is happening to our economy. 
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I ask not only you, as the head of the Antitrust Division of the 
Department of Justice, but anyone on the committee, is there any 
reason why the President could not issue an Executive order setting 
up such a group, calling in the leaders of labor and of management, 
to confer on this. If he needs some congressional support, [ am sure 
he can get it. ¥ 

We could have held off this price increase. This is a new thought, 
it projects a new idea, needed to meet changing conditions in the 
desperate circumstances that Senator O’Mahoney has suggested. _ 

Is there anything wrong in that? Do you care to comment or is 
it beyond your field? I do not want to embarrass you before the 
President. 


Mr. Hansen. It is beyond my field; I would like to consider it and 
I do not feel qualified. 


Senator Carrott. Do you ever confer with the President about these 
matters ¢ 

Mr. Hansen. No. 

( Off the record. ) ' 

Senator Carrot. We have some new ideas, Mr. Chairman. We 
have to go forward instead of going over the same old ground that 
has been plowed over and over through the years. 

Have you ever discussed this matter with the Attorney General ? 

Mr. Hansen. Yes, sir. 

Senator Carrott. Do you know what the attitude of the Attorney 
Greneral is 

Mr. Hansen. In what regard ? 

Senator Carroiu. On this last subject I have discussed. 

Mr. Hansen. We have discussed the matter of proposed legislative 
amendments numerous times and we have discussed the problems; we 
have discussed problems here. 

He is completely sympathetic. 

Senator Carrouu. I am referring now to the President calling in—— 

Mr. Hansen. That thought; no, sir. I have never discussed that 
one, sir, and I frankly would want to think it through before I would 
say No. 1, you ask whether it could be done, I don’t know whether 
there is any legal inhibition against it, No. 2—— 

Senator Carrotu. Many years ago, Judge, before World War IT, 
President Roosevelt was confronted with a similar situation, except 
that it was preparatory to war. We were not in war yet, but hopin 
we would not get in. We still had to meet some of the problems o 
inflation. There was then established—I am not sure I understood all 
the machinery involved—but we called it job enforcement. This was 
preliminary to the final price-control program. 

We are not in the same economic condition today nor is political 
enthusiasm running as high for price controls. Nobody wants price 
controls if we can avoid it, because we know how difficult they are to 
administer in a so-called peacetime economy; even in a cold-war 
economy, they are very difficult to administer. 

This is why I talk about the various techniques that can be used to 
draw attention to the industry leaders and to the leaders of labor. I 
do not know that all of labor would agree but these are constructive 


suggestions, and I wish you would pursue this matter with the Attor- 
ney General. 
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Mr. Hansen. One thing I want to caution. If there is contem- 
plated a conference with industry to discuss the question of price, 
we are on very, very thin ice. 

I have been thinking, as you were questioning here, as to what can 
be done under certain circumstances to attempt to solve the problem. 

Well, right now we have a “voluntary” oil importation matter 
where industry has cooperated very nicely but there we are not 
talking about price at all. 

But anything that would bring together industry to arrive at a price, 
either increase or decrease, I think, would be very dangerous from an 
antitrust standpoint. 

Senator Carrot. Of course, but the purpose of voluntary imports 
is really to regulate the flow of oil coming into this country, and that 
affects the price structure. 

Mr, Hansen. Of course, that is not the purpose of it. The purpose 
of it is to stimulate exploration for additional oil in this country 
from the national security standpoint. 

Senator Carrotu. That is an argument, of course, that has been 
put up by the oil companies but nobody really believes it, I think. 
There is adequate oil in this country. I could give you a long story 
about the oil shale in Colorado. But I mean it is basically to retain 
their market position and it is understandable because I have many 
small, independent oil people in my own area and I suppose explora- 
tion is involved in it. 

Actually the reason we have this meeting today is because of a price 
movement. So I think if we are realistic, we will go into the tech- 
niques to find out what they can do about it. 

When we talk to industry leaders in steel, they want to put the 
burden upon labor. They say labor is responsible. 

Labor says that is not true. It says the company’s profits are suf- 
ficiently large so that they can give a wage increase and still hold the 
line. And so the argument goes pro and con. 

The question is, Do we just talk about the antitrust laws? I think 
you have correctly described the long years of litigation, the difficult 
fighting for years and nothing comes of it. 

I sometimes admire the patience of the chairman and Senator 
O’Mahoney, and the other men who have been working on this matter 
for years. I have been on this committee only a few months and I must 
confess to you that I am not inspired by the constant repetition of the 
same problems over and over and over again and nobody comes up 
with anything new. 

You have made a very fine, constructive suggestion this morning. 
If we can follow through with this other technique, can you think of 
a third good one that we can do something about ? 

Mr. Hansen. Well, of course we did request that—we feel the fi- 
nancial institutions of this country certainly are at the heart of our 
economic existence. We have, for the over 2 years I have been here, 
urged it and my predecessor urged that we have the same power on 
mergers of banks that we have with other industry but that has not 
met with much favor. 

Senator Carrotu. The people do not understand banks like they 
understand price increases. They do not understand the machinery. 
This movement here is really coming from the people. I hear it at 





ADMINISTERED PRICES 4413 


home and hear it all over. They ask, “What is the matter with you 
veople, why don’t you hold the prices down ¢” 

You are getting demands as to why doesn’t the Department of 
Justice hold the line on prices? The way you have described it, you 
have to have evidence. You are in office to enforce laws or violations 
of laws. I think we have to approach it from the economic standpoint 
more than just trying to penalize somebody as a result of a law that is 
passed, 

Mr. Hansen. Will Rogers says banks give you an umbrella when 
the sun is shining and when it starts raining they take it away from 
you. 

Senator Carrotu. Can you think of another approach to this matter 
away from the legal approach ¢ é 

Mr. Hansen. Well, we have a staff of around 25 economists, sir, 
and I am putting them on—not the whole staff, but I am putting men 
from the section with the thought of developing the very matters 
which you have suggested here this morning. 

Senator Carrot. That is very good. 

Senator Kerauver. That is a good step. I commend you on that 
step. 

Anything else? 

Senator Carrot. No; that is all I have. 

Senator Kerauver. Thank you very much, Senator Carroll. 

There are about two things I would like to call attention to, and 
then some members of the staff have some brief questions. 

I was very much interested in your thinking about the type of evi- 
dence required. There is something very significent in making state- 
ments in the trade press about what you are going to do if somebod 
else does something, or what you would not do if they won’t, if it 
results in everybody doing the same thing and the end result is exactly 
the same as if they had gotten together, talked the matter over, signed 
a document, and acted in unison, which would, of course, without any 
doubt be a violation of the Sherman Act. 

My attention has been called in that regard to something you would 
be interested in, Mr. Hansen. 

Back in 1901, in the report of the Industrial Commission on Trans- 
poration, there was talk about how the prices of coal were all raised 
at the same time, just like we are talking about the price of steel. 
There is an interesting colloquy which I want to put in the record. 

Mr. Conger was questioning Mr. Saward, editor of the Coal Trade 
Journal. They were talking about a new invention whereby people 
got together in a different way than by signing a paper. 

Mr. Conger said: 


Is it or is it not a fact that on a certain day all of these producers raise their 
prices to the wholesalers and to the jobbers? Is it not usually the case that the 
increase from the summer to the winter price takes place with all producers at 
a fixed day? 

Mr. FREDERICK E. SAwARD (editor of the Coal Trade Journal). Circulars are 
issued by one and another, and if you are a dealer in town, the first or second 
mail after the first of the month you are apt to get a half-dozen circulars and 
the prices quoted will be all alike. 

Mr. Concer. How can you explain this uniform action? 


Is there no agree- 
ment? 
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Mr. Sawarp. Oh, I don’t know. It is the advance in civilization, I guess. 
Possibly it is the hypnotism that prevails—the unity of minds; all think alike. 
I do not know but there is a telephone that might be used by somebody to ask, 
“What are you going to ask for coal? I have my circulars all at the printer’s, 
and I am ready to send them out. I am going to ask so-and-so.” “All right,” 
might be the response ; “I will ask the same.” 

Mr. Kennepy. Community of interest fellows, they are? 

Mr. SaAwArp. Yes; there is a mutality of interest. 

Mr. Concer. You would not call that a combination, however? 

Mr. Sawarp. No; I would not call that a combination. I will tell you why 
I would not call it a trust or anything of the kind—because there might be some- 
body who would say, “No, I won’t put up my price; buyers all go somewhere 
else.” Such things have been known even within the last 20 months. 

Mr. Rrpetey. Can you specify a time at which that happened within the last 
20 months? 

Mr. Sawarp. No; I do not recall a specific time at which that happened, but 
as a general thing there have been times when dealers wanted to put the price 
up and it would not pay to put it up. 

Mr. Riptey. That is, those who wish to raise the price have to keep at a level 
with those who refuse to raise? 

Mr. SAwArb. With those who refuse to raise. 

Mr. Rretey. And has the Pennsylvania Co. always refused to go into such an 
arrangement? 

Mr. Sawarp. Yes, I think the Pennsylvania has always been on the outside, 
as the saying is; but there are shippers down here who have coal to sell, and they 
generally come pretty near the market. 

Mr. Concer. This communication by telephone or wireless telegraphy, what- 
ever you might call it, answers the same purpose as the combination would, does 
it not? 

Mr. Sawarp. It seems to be a wonderful invention; it beats writing on a piece 
of paper and putting a signature to it. 

Mr. Concer. In what way does it beat it? 

Mr. Sawarp. No record kept. 

Mr. Concer. In other words, if there were a record kept, would it be an illegal 
combination, conspiracy, or something of that kind? 

Mr. Sawarp. So construed by a good many lawyers in Congress, you know. 

Mr. Concer. It might be conspiracy in restraint of trade? 

Mr. SaAwarp. It might be. 

Mr. Concer. But if it is done by telephone or wireless telegraphy, it is not? 

That is the advantage, I suppose. 

(No reply by the witness. ) 


Mr. Hansen. I doubt the legal conclusion. 

Senator Kerauver. I want to put in the record at this point the 
latest table prepared by the staff, showing that some companies that 
have had substantially the same operating rates in 1958 and in other 
years showed a great divergence in rates of return, although their 
price increases were identical. 

That will be made a part of the record. 

(The chart follows :) 
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Senator KrrauveR. That would, of course, show that their costs 
were different, and their profits after taxes were different, with the 
same operating rate. 

A number of newspaper articles will be made a part of the record, 
as well as a letter from Mr. Fred Gardner who testified before this 
subcommittee last year during the steel investigation. This brings 
up to date his analysis of the break-even point in steel production. 

I will also make part of the record a number of speeches I made 
to the Senate on steel prices. 

(Newspaper articles referring to the steel price increase will be 
found in the appendix beginning on p. 4484. Mr. Gardner’s letter will 
be found in the appendix on p. 4540. A series of speeches on the Senate 
floor by Senator Kefauver concerning steel prices, as well as related 
correspondence, will be found in the appendix beginning on p. 4463.) 

Senator Kerauver. Mr. Dixon, do you have any questions! 

Mr. Dixon. Mr. Chairman, I have several. The hour is late and 
Iam going to try to be very brief. 

Mr. Hansen, based upon the hearings that we had here last fall 
and to which you so kindly referred, and also upon the cases that were 
referred to in those hearings—the cases that 1 am talking about are 
the cases brought by the Federal Trade Commission and the Depart- 
ment of Justice—it is pretty plain that there has been a uniformity 
of steel prices since the early 1900's. 

It is also fairly clear that there has been generally an identity of 
extra charges in the price structure. 

It is also fairly clear that the price increases in the past 2 years 
have been made by industry members within a very short time after 
the announcement of the first company. 

It is also clear that the products involved are homogeneous, and that 
the price changes in the past 2 years were increases while profits were 
relatively high, and more recently increases were made when only 
approximately 50 percent of the capacity was being utilized with 
different costs by different companies. 

Judge Hansen, with this information, plus the information that 
appears on those charts which the chairman has referred to, which I 
believe it would be fair to characterize as illustrating an abnormal 
situation, isn’t there a reasonable cause to believe that we might already 
have a violation of the antitrust laws and a justifiable reason for your 
calling a grand jury to investigate that justifiable reasonable doubt ? 

Mr. Hansen. There is one element that is missing there, whether 
there is any evidence of getting together and communications unless 
this procedure which we have discussed here is on the appearances in 
the paper. 

We do not have any information of communications between any 
of the companies with reference to this, and these cases to which you 
have reference that give rise to an inference, not—it is tantamount to 
a presumption but it is certainly a rebuttable presumption, that one 
element is lacking. 
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Mr. Drxon. Judge, as I view the American Tobacco case, I do not 
believe that it is necessary for you to have this communication or this 
writing that you are referring to. 

Mr. Hansen. No, no. Certainly not writing. That is why I said 
I would not concur with the statement there of the telephone. 

Mr. Dixon. You have to have reasonable cause to justify calling 
the grand jury into being; isn’t that right ? 

Mr. Hansen. I could call a grand jury tomorrow without having 
any reason, but I say in propriety there should be reason. 

I am giving consideration, very serious considerations as to whether 
or not a grand jury should be empaneled here. 

As I say you have mentioned two elements with which I concur. 
[ do not know that—there is certainly an inference that they exist. 
Maybe a presumption they exist but the one element is the getting to- 
gether and that is our real problem here. 

Mr. Dixon. I commend you on your thinking about the problem, 
sir, and I urge you to keep thinking about it. 

Mr. Hansen. Thank you. 

Mr. Dixon. I would like to try to clear up very quickly this relation- 
ship between the Federal Trade Commission and the Department of 
Justice. 

The Federal Trade Commission, as you pointed out, in 1947 insti- 
tuted a case against all of the principal producers of steel, and in that 
case they charged conspiracy. Although it was brought under sec- 
tion 5 of the Federal Trade Commission Act, it was equivalent to 
charging a violation of section 1 of the Sherman Act. 

Is that not a fair statement ? 

Mr. Hansen. I think that is a fair statement. 

Mr. Drxon. In 1951 the Federal Trade Commission entered into a 
consent settlement of that case, and issued an order to cease and desist. 

You are familiar with that order, are you not? 

Mr. Hansen. Yes, sir. 

Mr. Dixon. The first section of that order is broad, but it has a 
section 3 with certain provisos in it. Have you examined those 
provisos 4 

Mr. Hansen. I have, but if you would ask me to name them now, 
I have not looked at it in the last—my memory is not refreshed. 

I know generally the provisions against price fixing. 

Mr. Dixon. Will you examine those provisos and advise the sub- 
committee ? 

Mr. Hansen. Yes, sir. 

Mr. Dixon. Whether in your opinion those provisos in any way 
are interfering with bringing a new lawsuit, a new type of action. 

Mr. Hansen. Of course we will not only look into that but look 
into the question which has come into my mind which is why if the 
facts are justified a contempt proceeding is not instituted under the 
order that prohibits it. 

Of course an injunction against fixing prices is just a restatement 
of section 1 of the Sherman Act. 

Mr. Drxon. To get the responsibility clearly established, it is clear, 
is it not, that generally speaking your responsibility is exclusive for 
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enforcing a true monopoly case such as you would bring under sec- 
tion 2¢ 

Mr. Hansen. That certainly is not the limit of our responsibility 
nor jurisdiction. 

Mr. Drxon. I know that. But so far as the Federal Trade Com- 
mission’s action is concerned, and your relationship with them, have 
they preempted the right to proceed exclusively against the steel pro- 
ducers in a price-fixing situation ¢ 

Mr. Hansen. Certainly not. 

Mr. Drxon. Are you in any way excluded from proceeding ? 

Mr. Hansen. Under section 2, no, sir; we are not. 

Mr. Drxon. How about section 1 ? 

Mr. Hansen. No, sir; we are not. 

Mr. Drxon. In other words, we are to understand from your testi- 
mony here today that you are considering the facts with a view to 
instituting such proceeding if you conclude it is warranted ? 

Mr. Hansen. Well, I do not think—there is not, but assuming there 
was there could not be any agreement between Federal Trade and 
Justice that would divest either of the jurisdiction the law gives to 
them. 

Mr. Dixon. In other words, you would not say to the Federal Trade 
Commission “This is your baby. Straighten it out.” 

Mr. Hansen. No, sir; but I want to put this caveat. Over the 
years, the Federal Trade Commission has developed an expertise in 
the Robinson-Patman cases, so we do defer to Federal Trade and seni 
over the Robinson-Patman violations unless we also have a Sherman 
Act violation and then we include that with it such as we did in the 
Safeway case. 

But that still, the fact we have that understanding and arrange- 
ment, would not preclude us from starting ab initio in a Robinson- 
Patman violation. 

Senator Kerauver. In other words, the existence of this decree in 
the Federal Trade Commission proceeding is no deterrent to your 
taking action ? 

Mr. Hansen. No, sir. 

Mr. Drxon. Do you agree with this statement that appeared in the 
Cementcase? I will only read just one short sentence. 

It is enough to warrant a finding of a combination within the meaning of the 
Sherman Act if there is evidence that persons with knowledge that concerted 
action was contemplated and invited give adherence to and then participate in 
a scheme. 

Mr. Hansen. Did you ask me if I agreed or disagree ? 

Mr. Drxon. Yes. 

Mr. Hansen. I agree with it and as a result of that case is where 
they got their nolo plea in the Steel case. 

Mr. Drxon. I was interested in your evaluation of these public an- 
nouncements of this recent steel price increase. We have also studied 
those announcements. Would you not conclude from those state- 
ments that appeared in the public press that it was conceded that 
United States Steel had the power to determine whether or not this 
steel price increase stuck ? 

Mr. Hansen. No, I would not go that far. 





ADMINISTERED PRICES 4419 


Maybe I think Bill Jones across the way can beat me at golf. I 
don’t know whether he can or not, and maybe as a result of it I will 
defer playing with him for fear I will lose my championship. 

That does not establish the fact they do have the power. 

I have used a bad example, but the mere fact that one steel company 
feels that United States Steel has the power, that does not say they 
do have it. 

I think you have got to go a little further than that. 

Mr. Dixon. Certainly the statements made it perfectly plain, start- 
ing with the Alan Wood attempt, that “We are making this announce- 
ment but unless”—— 

Mr. Hansen. I invited the committee’s attention to that. Of 
course, there are some other problems there. 

Did the reporter correctly—is that a correct statement by the in- 
dividual ¢ 

That is the reporter’s interpretation of what he said. I am assum- 
ing if those statements were in fact—can be pinned to the individual 
as having been made by him, does that constitute a communication 
in the nature of an offer which is accepted by the other party ? 

My thinking is along the same line as yours. 

We cattolal are considering it. 

Mr. Drxon. You have accurately described the size of the operation 
of United States Steel. It is a completely integrated company from 
ore mine to the finished product. 

I have followed very closely your Bethlehem suit and I am aware 
United States Steel operates quite vigorously in all 3 sections of our 
country, if you divide it into 3 sections. 

I am also aware that United States Steel is as large as its next three 
competitors together; isn’t that correct? 

Mr. Hansen. Well, the case has now been tried and is before the 
court. I would not want to make any kind of a statement here that 
might be interpreted as a statement outside of court concerning a 
pending matter, and I would like to invite your attention to the fact 
that in that case we submitted evidence to show that Bethlehem and 
Youngstown were in fact vigorous competitors in many areas. 

Now I would ask the chairman if I might be relieved from further 
discussing any matters pertaining to the Bethlehem- Youngstown 
case, 

Mr. Dixon. Yes, sir. 

Senator Krerauver. Very well, we understand that. 

Mr. Dixon. I did not mean to draw you into that colloquy. I 
merely was referring to page 13 of your statement where you set forth 
the figures showing that United States Steel has 30 percent of ca- 
pacity, Bethlehem 16, Republic 9, and some 5 companies each have 
capacities of between 4 and 6 percent. 

I very quickly added those up, and the next three would have been 
the exact size, 1 would assume, of United States Steel in capacity. 

Mr. Hansen. I have the chart here before me, and just following it. 

Mr. Drxon. Those are all the questions [ have. 

Senator Kerauver. While we are talking about that matter of 
identify of prices, in our first hearing we received some old records, 
either from the Department of Justice or from the Defense Depart- 
ment, showing that on certain steel sales to the Government, the prices 
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were the same down to five places. Those were delivered prices. We 
had some f. o. b. prices, I think, also. 

Are records of purchases of steel by the Defense Department or 
other departments being kept by you, or has that program been discon- 
tinued ? 

Mr. Hansen. Weare watching very carefully. 

I might mention here that we would have been much more con- 
cerned about the situation if in fact there had been identical prices 
and that those identical prices were different from the prices that they 
were generally selling it for elsewhere. 

In other words, it would be something like the Salk case. 

Again I should not discuss that; we are watching it. 

Senator Keravuver. Anyway, that program is continuing ! 

Mr. Hansen. Yes, sir. 

Senator Keravuver. Very well. 

Mr. Chumbris, do you have any questions ? 

Mr. Cuumpris. I was only going to suggest, Mr. Chairman, if Judge 
Hansen is aware of the letter that you sent to the President of the 
United States regarding the calling of a meeting of labor and indus- 
try on holding the price line. Are you aware of the letter? 

Mr. Hansen. I know such a letter exists. I have not personally 
read it ; no, sir. 

Mr. Cuumpris. Judge Hansen at one point said he would like 
to think that through. I thought if he was aware of the letter, he 
might be prepared in case he gets a call for an opinion by the De- 
partment. 

Senator Keravuver. That is the letter of May 22, 1958. We will 
put it in the record and I will send you a copy, Judge. 

(The letter referred to may be found in the appendix on p. 4457.) 

Mr. Hansen. Thank you, sir. 

Mr. Cuumertis. That is all, Mr. Chairman. 

Senator Keravver. Mr. Peck? 

Mr. Peck. Mr. Chairman, I just would like to know, have the rep- 
resentatives of the steel industry been asked to come; I mean have 
they been formally notified and invited to come here to testify ? 

Senator Kerauver. We have not set up a schedule as yet asking 
them to appear. 

Mr. Prcx. I have just one comment I would like to make, Mr. 
Chairman. If I may assume the prerogative, of course, with your 
permission. 

I would just like to say that some while ago we were discussing 
the cooperation which we have been receiving and would like to con- 
tinue to receive from the Antitrust Division in our effort to com- 
bine the Antitrust Division’s efforts with the efforts of this Antitrust 
Subcommittee to work out workable and equitable and enforcible anti- 
trust legislation; and I think that we have already received some very 
helpful assistance from your very fine first assistant, Mr. Robert Bicks. 

Mr. Hansen. Thank you. 

Mr. Peck. He has been most cooperative and helpful to us. 

That is all, Mr. Chairman. 

Senator Kerrauver. I would like to mention this hearing was 
scheduled as quickly as possible, because of the price increase of last 
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week and the succeeding increases, and the coming adjournment of 
Congress. 

Senator Carroll? 

Senator Carrott. Mr. Chairman, I want to say I have just finished 
reading the opening statement of the chairman; I could not be here 
while he read it. I think it is a very fine statement and highlights 
some of the real scdblices with which we are confronted. I want to 
associate myself with it. 

At the same time I want to say to Judge Hansen that it is quite 
clear to me that when the chairman and members of this committee 
called upon the President for whatever reasons he had that he did not 
call together this group from labor and industry—we are really in this 
situation today, as I see it: You have to wait and get evidence. Then 
after you have analyzed your evidence, you determine whether a law- 
suit is to be filed. But in your statement you say you cannot roll back 
prices, that that is not the function of your Department, and if you 
get into litigation months will have passed by, maybe years, before 
a final determination is made. 

In the meantime the inflationary spiral is on. The increase in the 
cost of steel is reflected in every commodity that steel goes into. So 
that is why I again emphasize the necessity of some new thinking. 

I think your Department and the Federal Trade Commission, with 
your economists, can perhaps do more than anybody in government. 
The Congress can investigate and get facts but we have to rely basically 
on people who are close to these ‘problems—the economists—to come 
up with something really new. 

I think something new is happening in our economy, in every field 
and in all the basic industries, the same upward movement to meet 
competition. 

There is something wrong with our concept, at least the old con- 
cepts, and you have made a very fine presentation here today. I 
sincerely hope that your economists will work with the Federal Trade 
Commission. Perhaps we can come up with a recommendation to 
the Congress, unless we are going to continue this sort of round robin 
discussion about this very vital and important issue. 

Mr. Hansen. Yes, sir. 

Senator Kerauver. Thank you very much, Senator Carroll. 

We will have to make a public announcement about our next meeting. 

Mr. Hansen. Mr. Chairman, I again want to thank you for your 
courtesy. 

Senator Krrauver. Again we thank you, Judge Hansen. We ap- 
preciate your cooperation and your statement very much. 

The subcommittee is now adjourned. 

(Whereupon, at 1 p. m. the subcommittee was adjourned, to recon- 
vene at 10a.m., Wednesday, August 6, 1958.) 
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WEDNESDAY, AUGUST 6, 1958 


UnItep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY, 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:15 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (chairman), O’Mahoney, Wiley, and 
Dirksen. 

Also present: Paul Rand Dixon, counsel and staff director; Horace 
L. Flurry, assistant counsel; Philip Layton, assistant counsel; George 
FE. Clifford, assistant counsel; Dr. John M. Blair, chief economist ; 
Peter N. Chumbris, minority counsel; Theodore Peck, counsel to Sen- 
ator Dirksen; Carlile Bolton-Smith, counsel to Senator Wiley; Peter 
Posmantur, attorney; Dr. E. Wayles Browne, Jr., economist; Marcy 
Brooks, legislative assistant to Senator Hennings; and Ray Cole, 
attorney. 

Senator Kerauver. The committee will come to order. 

We are very glad this morning to have with us our old and good 
friend, the distinguished Chairman of the Federal Trade Commission. 
With him are some of the heads of the divisions who are concerned 
with this problem and some of the other officials of the Federal Trade 
Commission. 

Mr. Gwynne, will you introduce the heads of the divisions and the 
assistants that you brought with you ? 

Mr. Gwynne. I might say, Senator, I am very pleased to be here 
as I always am. 

. I do not have a prepared statement, but I do have what I think is 
etter. 

I have the people here who can tell you about the specific phases that 
I would have covered in the statement, had I had time to do it. 

First is Harry Babcock, who is executive director, PGad Morehouse, 
who is Assistant General Counsel, and in charge of compliance. 

Back of him is Joe Sheehy, who is Chief of the Bureau of Litigation, 
and Sherman Hill, Chief of the Bureau of Investigation. 

Also Dr. Hunter, who is an economist, and has had some experience 
in the steel industry, I mean while with other branches of the Govern- 
ment, and Dr. Simon Whitney, who is the head of the Bureau of 
Economics. 

Also, Earl Kintner, General Counsel, and Robert MacIver, who is 
Assistant Director of the Bureau of Litigation. 

Senator Kerauver. We appreciate your coming and presenting all 
of these gentlemen who are heads of their divisions and who can give 
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us information on this problem. We are glad to have all of you 
gentlemen here. 

(Discussion off the record.) 

Senator Kreravuver. Mr. Gwynne and gentlemen, as you know, this 
is the second day of a brief ‘hearing. Yesterday Mr. Hansen, the 
head of the Antitrust Division of the Department of Justice, gave 
us a well-prepared statement and outlined the actions of the Depart- 
ment of Justice in connection with the particular matter that we are 
considering. 

The matter that we are considering, of course, is the action by the 
steel companies in raising their prices to the same level and at ap- 
proximately the same time, although they have different production 
costs, different profit figures, and different operating rates. A great 
deal of concern has been expressed as to the effect of this increase upon 
our recovery, upon our economy, upon the foreign market for steel and 
steel products, upon inflation, and upon the spiraling of costs. 

We tried to point out yesterday our feeling that in this matter steel 
is invested with the public interest affecting the Government itself, 
and its cost of operation, particularly of the Defense Department. 

For my own part, I have tried to stress my feeling that in a situa- 
tion of this kind, there is a responsibility not only of the companies 
but also of the labor organizations affected, and that some way, some- 
how, we have to try to bring a halt to this leapfrog roing of prices and 
wages. 

We are trying to find out if the antitrust laws are effective in this 
particular problem. If they are not effective, we want to know 
whether they should be strengthened, whether any recommendations 
should be made to the Congress or whether some other course of 
action should be followed. 

Mr. Hansen, in his testimony yesterday, said inquiries have been 
made as to whether we should have price-wage controls reinstituted. 
Mr. Hansen testified that he felt the antitrust laws were for the pur- 
pose of bringing about necessary adjustments without having to resort 
to price-wage controls, and that competition should be accomplishing 
the same purpose. He testified particularly with reference to the 
Sherman Act. 

If my memory is correct, after the passage of the Sherman Act 
requiring proof of conspiracy or monopolization, Congress in 1914 
felt that was not sufficient and that it should go further. In the 
Clayton Act it dealt with certain methods of competitive practices 
and mergers, trying to reach them in their incipiency. The Clayton 
Act also dealt with discrimination, tie-in contracts, interlocking di- 
rectorates, mergers under section 7, and so forth. 

Then the Congress passed the Federal Trade Commission Act which 
was supposed to go beyond the Sherman Act, and particularly in sec- 
tion 5, to provide the power to regulate and to present unfair acts and 
practices, and unfair methods of competition. 

We know also, of course, that there is a cease-and-desist order of 
1951 in connection with the steel companies, growing out of the litiga- 
tion which started in 1947. 
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Chairman Gwynne, we would be happy to have you tell us what the 
situation is insofar as the Federal Trade Commission Act, the Clay- 
ton Act, and the Sherman Act, are concerned; what is being done 
and what recommendations you might have in this matter. 


STATEMENT OF HON. JOHN W. GWYNNE, CHAIRMAN, FEDERAL 
TRADE COMMISSION; ACCOMPANIED BY HARRY A. BABCOCK, 
EXECUTIVE DIRECTOR; EARL W. KINTNER, GENERAL COUNSEL; 
JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF LITIGATION; DR. 
SIMON N. WHITNEY, DIRECTOR, BUREAU OF ECONOMICS; SHER- 
MAN R. HILL, DIRECTOR, BUREAU OF INVESTIGATION; DR. 
KENNETH HUNTER, ECONOMIST; PGAD B. MOREHOUSE, ASSIST- 
ANT GENERAL COUNSEL, COMPLIANCE DIVISION; AND ROBERT 
R. MacIVER, ASSISTANT DIRECTOR, BUREAU OF LITIGATION 


Mr. GwyNne. You mean recommendations for additional legisla- 
tion ¢ 

Senator Kerauver. We would like first to have you talk about this 
simultaneous increase of prices to the same level, although different 
companies have different costs and different degr ees of plant capacity ; 
also, what is being done, if anything, and what the Federal Trade 
Commission may contemplate i in connection with the matter. 

Mr. Gwynne. Well, Senator, I am sure you realize that we are dis- 
turbed by price increases, not only in this industry, but in other in- 
dustries which have created a situation that so far as prices are con- 
cerned, has some danger. 

However, we have to say that the Federal Trade Commission has 
no authority to fix prices or fix wages. Our sole authority is to enforce 
the antitrust laws. 

In other words, our ambition is to have every price so far as possible 
a competitive price. That does not mean it is going to be either a 
high price or a low price. 

We have adopted the antitrust laws in the public interest, believing 
that by giving people opportunity and by compelling them to com- 
pete, it will, over the long pull under nor mal times, certainly produce 
a satisfactory price, and that is what we have been trying to do in 
regard to this order and investigation we have made of the steel 
industry. 

Now, getting down specifically to the steel industry, as you all know, 
the Commission has had contact with the various segments of that in- 
dustry for many years, and has right now. We have had investi- 

gations in the past ; in fact, we have some now going on or that have re- 
cently been going on. 

Back in 1951, as the chairman point out, this order was entered, 
the order based on and prohibiting a general conspiracy to fix prices. 

That is about the extent of it. We have had—and incidentally Mr. 
Morehouse can give you more detail, if you wish to follow it up—we 
have had in the past some complaints, some indication that the order 
was being violated. 

Those have been investigated. We have had other investigations 
and that is about the situation as it stands now. 

Now, I would like to point this out, too, Mr. Chairman. It is a well- 
known fact, of course: 














4426 ADMINISTERED PRICES 


That uniformity of prices may mean that it was the result of 
conspiracy. Itmay also not meanthat. In fact, uniformity standing 
alone, the courts have held many times, is not sufficient to prove a 
conspiracy to fix those prices. 

You start with that. There may be various explanations. One ex- 
planation may be, as I point out, that they didagree. The other expla- 
nation may be that the uniformity is due to other causes. 

We have had since I have been on the Commission, almost 5 years, 
quite a few cases involving conspiracy to fix prices, conspiracy to boy- 
cott, conspiracy to allocate territories, and I can only recall, Mr. 
Chairman, one case where the Commission, and the staff, was ever 
able to prove an absolute agreement to fix prices, and that was a fairly 
recent case where, believe it or not, these people in a written contract 
agreed to fix prices, allocate the business, and made a complete case. 

Senator Dirksen. You mean the steel people ? 

Mr. Gwynne. Not steel; no. This was some other entirely 
different—— 

Senator Dirksen. Not a steel company ? 

Mr. Gwynne. No. Iam pointing out that in my time on the Com- 
mission I have only seen one case where the order that the Commission 
entered prohibiting conspiring to fix prices was the result of definite 
proof that they actually agreed. 

They acted there in accordance with the Appalachian Coal case. 

In other words, it is true as you all know that conspiracy is a crime 
of darkness. It is usually now, a case not proved by any definite 
agreement, but inferred from facts which lead logically and naturally 
to the conclusion that they did have an agreement. 

However, that has been hedged about a great deal, and the mere fact 
of uniformity of prices, it has been universally held, is not sufficient. 
That is about the situation we find ourselves in now. 

Senator Kerarver. We recognize that, of course, in the Theater 
Enterprise case, which I discussed in my statement yesterday, but 
parallelism of prices with other cire umstances, as you have indic ated, 
is circumstantial evidence that does go into making up these cases. 

Mr. Gwynne. That is right. 

Senator Kerauver. And that proves violation. Do you want to go 
through the technical parts in connection with this? I mean had you 
finished your statement ¢ 

Mr. Gwynne. That was simply a general statement. So far as this 
order is concerned, we have reviewed it and have reviewed complaints 
that were made and indications that might lead to the conclusion that 
there was something wrong, something that violated the order. 

We have had spot checks made and have, frankly, to put it briefly, 
we have not found any such evidence. 

Senator Kerauver. Specifically, we would like to know what action, 
if any, the Federal Trade Commission has taken with respect to the 
uniform price increases by steel since July 1, 1957. 

Mr. Gwrnne. We have been alerted to that, of course, and where 
there has been some indication that we thought might prove that that 
increase was not due to natural causes, but was due ‘to some agreement, 
we have made checks on it. 

We have made spot checks at times and have constantly checked 
their compliance reports. 
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Isn’t that right, Mr. Morehouse? If I might ask Mr. Morehouse, 
who is in charge of compliance—— 

Mr. Morenouse. Yes, Mr. Chairman. The 1951 order had 89 re- 
spondents when it was issued, and we received complete reports from 
each of those 89 respondents, thoroughly analyzed them and reviewed 
them and recommended to the Commission in 1953 that they be re- 
ceived and filed as showing on their face compliance with this con- 
spiracy order. 

That is in conformity with the usual practice. 

Senator Krrauver. The order precludes steel companies from con- 
spiring to fix prices? 

Mr. Morenouse. Yes, sir. 

Senator Keravuver. That is the order of 1951? 

Mr. Morenovuse. That is right. 

Senator Kerauver. Has the Commission made any determination 
whether or not the steel price action of July 1957 violated the terms 
of the order? 

Mr. Morenouse. Not to my knowledge. 

Senator Krerauver. How many reports of compliance have been 
received ? 

Mr. Moreueap. I hadn’t finished, if the Senator please. 

Senator Keravuver. I am sorry. 

Mr. Morenouse. In 1955 we received two specific complaints of 
compliance, price fixing, in violation of the order, and they were 
thoroughly examined, investigated, and no evidence found. 

Senator Dirksen. These were steel companies ? 

Mr. Morenouse. Yes, sir. Then in 1955, we received for considera- 
tion complaint of possible violations out on the west coast in the State 
of Washington, and the president of the chamber of commerce came 
in to see me about it and we discussed it and explained to him, what 
the facts were on the basis of more recent reports received from all of 
these 89 respondents. In other words, we called for supplemental re- 
ports after the first reports were filed in 1953. 

Then in 1955, we had complete reports, supplemental reports from 
all respondents, again showing no evidence or indications of evidence 
of conspiratorial price fixing upon which my division, in my opinion, 
felt that it could recommend a full-scale investigation. 

There was nothing that you could put your finger on in the way of 
indicating a violation of that order. 

Senator Kerauver. While you are speaking of the 1953 and 1955 
compliance reports, are those such reports as can be made part of this 
record, Mr. Gwynne, or what is the situation ? 

Mr. Kintner. Some of those reports, Senator, may contain trade 
secrets. It is our practice, the practice of the Commission, to make 
the reports available to the public insofar as it is possible to do so, 
eliminating and holding confidential only the trade secret portions of 
the reports. 


Certainly the reports can be made available for the inspection of 
this committee’s staff. 

Senator Kerauver. As I remember, about 8 years ago they were 
made available to Senator Douglas in connection with the basing-point 
hearings. 

Mr. Kintner. Yes. 








4428 ADMINISTERED PRICES 


Senator Keravuver. And they were put in the Congressional Record. 

Mr. Morenovse. If the chairman pleases, I think I could add some 
information right to that point. 

Senator Keravver. I just wanted to ask if the reports could be made 
available to us for the record. I don’t see how compliance is concerned 
with trade secrets. 

Mr. Kinrner. It often happens. Names of customers, for instance, 
are not disclosed by the Commission. 

Senator Krerauver. Mr. Kintner, would you with Mr. Dixon, of our 
staff, go over the reports and delete any so-called trade secrets ? 

Mr. Kintner. Oh, yes. 

‘ Senator Kerauver. And names of customers, so they can be filed 
ere? 

Mr. Kintner. Yes, sir. We have a regular procedure for that when 
anyone requests access to a report of compliance. 

Mr. Gwynne. In other words, Mr. Kintner, our policy is to make 
them public? We would release them insofar as they are not confi- 
dential ? 

Mr. Kintner. That is correct. 

Mr. Gwynne. It violates the rules if they are confidential. 

Senator Krravuver. In 1953 and 1955, the steel companies were op- 
erating at substantially full capacity ? 

Mr. Morenovse. I think so. 

Senator Keavver. 93 percent capacity in 1955 and 94 percent. in 
1953 ? 

Mr. Morenouse. May I add to my statement slightly ? 

Senator Keravuver. Yes. I just wanted to make that clear. That 
was a seller’s market. There wouldn’t be much reason for getting 
together if you were operating in a sellers market. 

{r. Morenouse. That was our conclusion, one of our conclusions. 

Senator Keravver. All right, now you continue, sir. 

Mr. Morrnouse. On February 12, these 75 companies reported for 
the whole 89, due to affiliations, and these reports were examined and 
received and filed, but the companies were told that they were not to 
be construed as indicating that they were in fact in compliance, and 
that further attention would be given in due course. 

It was believed that these reports showed all the facts that could 
be reported, and that incurring of further investigational expenses at 
that time would be useless. 

It was believed that before launching any full scale investigation 
or study of further compliance, it would be preferable to await the 
return of conditions under which a violation of paragraph 5 of the 
order, which was the conspiratorial part, might reasonably be ex- 
pected, and so the case was kept active. 

Now, on June 27, 1955, supplemental reports were again required 
from all of the respondents to this order and these reports were 
thoroughly analyzed and supplemented still further, wherever nec- 
essary, and after analysis by the staff, were received and filed as re- 
ports of compliance by the Commission, and as presenting no evidence 
of violation, but respondents were told that a further study of the in- 
dustry pricing practices could be made at any time. 

It was cont from the latest reports that no evidence of violation 
of the order by respondents appeared, that steel prices were not uni- 
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form throughout the country and that most companies would meet 
lower competitive prices when business was desired and, of course, 
that wasn’t prohibited by the order, and that in a period of large de- 
mand for steel, even less uniformity in prices is found since the com- 
panies can sell their products f. o. b. mill without absorbing freight. 

The pattern of possible parallel prices was possible at that time 
without any agreement. 

Senator Kerauver. What is that, sir? 

Mr. Morenovuse. In my opinion, the pattern of parallel prices at 
that time was possible without any agreement. 

We received since that time only two complaints. One, as I have 
already mentioned, involved a charge of planned freight absorption 
out on the west coast, which was found to have no basis in fact. 

I have the details here. I wrote them in a letter to Senator Mag- 
nuson in explaining the complaint, and I also explained the situation 
to the satisfaction of the president of the Tacoma Chamber of Com- 
merce, who came to my office and who was behind the complaint. 

Then the other complaint was with reference to an increase in 
quantity patterns, 1 believe they call it. I don’t know if just ex- 
actly I can explain that, but it related to the forcing out of jobbers. 

That was spot checked immediately and no evidence of violation 
was found, either by the investigator in the field or from an analysis 
of his reports, so that matter was filed. 

And those are the only complaints that we have received since the 
reports were received and fled. and until we had some indication of 
evidence and in view of the expense and time that are so evidently nec- 
essary for a full scale investigation of the whole industry, I did not 
personally feel that I should recommend it to the Commission and 
did not. 

Senator Kerauver. Mr. Morehouse, you have been reading from a 
report. Whatisthat? 

Mr. Morenovuse. That is a copy of my memorandum to the Com- 
mission recommending the receipt and filing of the report. 

Senator Kerauver. Is that confidential, Mr. Gwynne? 

Mr. Gwynne. I imagine part of it is. Could we go over any of 
these matters you want to see and check them carefully with our Gens 
eral Counsel and Executive Director to see what we can turnup? We 
have to comply with the confidentiality of the files. 

Mr. Kinrer. These are interstaff memorandums, and while in the 
past we have made them freely available to congressional committees 
for information, we have insisted that they not be spread on public 
records. 

Senator Kerauver. Weren’t they made available to the Harris com- 
mittee ? 

Mr. Kintner. That is correct. 

Senator Kerauver. Similar documents ? 

Mr. Kintner. That is correct, but not put on the public records. 

Senator Kerauver. I thought Mr. Howrey’s memorandum was put 
in the public record. 

Mr. Krntner. Some may have been, but insofar as the Harris corh- 
mittee was concerned the Commission freely made available all its files. 


Many documents were inspected and held confidential by the com- 
mittee. 








4430 ADMINISTERED PRICES 


Senator Kerauver. Mr. Gwynne, will the same procedure be satis- 
factory here, that you will make these available for examination and 
then endeavor to work out any agreement as to what can be made part 
of the public record ? 

Mr. Gwynne. Mr. Chairman, I think that can be worked out be- 
tween counsel on both sides; don’t you think so? 

Mr. Kintner. Oh, yes. We never have any difficulty with counsel 
for congressional committees. We find them usually very reasonable. 

Senator Kerauver. The question was, Has the Commission made 
any determination whether the steel price increases of 1957 violated 
the 1951 order? Is your answer “No”? 

Mr. Morenovse. [ can answer that only by saying not to my know!l- 
edge. The compliance division is only concerned with actions to en- 
force the Commission’s orders or investigate violations where the 
investigation appears warranted, and this order has received practi- 
cally continuing attention in my division since 1951 to the end of 
1956 ; and there having been no complaints since then, there is no action 
that has been taken since then in my division. 

Senator Keravuver. I notice on our charts that there have been eight 
price increases since 1951, all of which are identical. 

Mr. Morenovuse. I am sorry, Senator, I didn’t hear you. 

Senator Keravver. I say by these charts you will see that there have 
been eight identical price increases in hot-rolled sheets. I think that 
is also true of all the rest of the steel products shown. 

Dr. Buarr. Yes, sir. 

Senator Kerauver. All companies acted at the same time, all to the 
same extent, all with different operating costs, all with different plant 
capacities; certainly in the last year and a half the use of plant capacity 
has been going down and it is different in various companies. 

You have received no complaints ? 

Mr. Morenouse. We have received no complaints; no, sir. 

We did receive the committee’s report, and I would like to say that 
I sent it—I read it myself and also sent it immediately to the member 
on my staff who was most familiar and who handled the steel com- 
pliance matter, and he read it, and neither of us found anything in it 
that would appear to us to indicate a violation of the conspiracy order. 

That is all that has been done since 1957 in my division. 

Senator Kerauver. Chairman Gwynne, under the law, you have the 
duty to investigate and you have the power to investigate, under sec- 
tion 6, situations of this kind. Then you are fortified with an order 
of 1951 which relieves you from having to wait for a complaint and 
means you do not just have to take the information they send. You 
can invesigate on your own. You are an arm of Congress to protect 
the public. What about that? What investigations have been made, 
or do you have to wait until a complaint comes in ? 

Mr. Gwynne. Oh, no, no, we don’t have to wait. At the same time, 
this has been a period of steady increases in prices. If we went out 
to investigate every increase, we couldn’t possibly have the force, Sen- 
ator, to do that. 

Senator Keravuver. But Chairman Gwynne, steel is the bellwether 
of oureconomy. It affects prices of many other products. As goes the 


price of steel so goes the price of automobiles and a vast number of 
other products. 
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I noticed recent parallel price increases in aluminum and rubber 
too, but what happens in steel is of the greatest possible importance 
to whether we have inflation or whether we have recovery. 

Mr. Gwynne. Mr. Chairman, we have had some investigations go- 
ing on in the steel industry in these periods. 

Senator Kerauver. Mr. Morehouse just said 

Mr. Gwynne. He is talking about these other matters. 

Mr. Bascocx. Mr. Chairman, may I address myself to that 
question ¢ 

Senator Kerauver. Yes, Mr. Babcock. 

Mr. Bascock. If I may go back a little bit, we have been alive and 
conscious of the steel industry since 1924 when we issued the basing 
point orders and study which since that time we know have been 
observed. 

As you know, in 1951 we followed up with this order in the present 
case which was founded upon provable and established conspiracy. 

It had its inception with the demise of the NRA. Of course, we 
are talking about a huge industry, the largest in the United States. 
We are not equipped every time they raise their prices to go out and 
initiate a full investigation as to what lies behind that. Perhaps the 
committee lost the significance of what Mr. Morehouse said, that we 
have had repeated spot investigations of this situation. 

Senator Dirksen. Mr. Babcock, as a matter of fact, the Commission 
certainly has no authority to assume just because there is a rise in 
prices that there is anything illegal or conspiratorial about it or a 
violation of 

Mr. Bascock. The question, Senator, has been predicated more or 
less upon the idea that we do have an obligation as soon as prices go 
up 

‘ionbker Keravuver. A little louder, Mr. Babcock. We can’t hear 
you. 

Mr. Bascock. I say the questioning seems to be predicated upon the 
theory that when prices go up and are uniform that we do have an 
obligation immediately to investigate, and we have been stating here 
and in the case of this order that we have had no affirmative convinc- 
ing evidence that there is a conspiracy which we had forbidden, that 
was continuing. 

That is the reason why we have not launched an investigation. I 
am an experienced man in investigating and I don’t know how we 
would start the investigation. 

Senator Keravuver. Mr. Babcock and Chairman Gwynne, Mr. Han- 
sen testified here yesterday that under the Sherman Act violation is 
very much more difficult to prove than under your broader section 5 
of the Federal Trade Commission Act, which was intended to go 
beyond the Sherman Act. He testified that the Department of Justice 
had thought that there might well be a violation, and that they were 
conducting an investigation, and they might consider calling a grand 
jury. 

He recognized that there were different degrees of plant utilization, 
different production costs, different profits, and that they tried to com- 
municate with each other through the press. Mr. Hansen indicated 
all these factors might mean the companies were coming close to a 
violation of law. 


22805—59—pt. 8-5. 
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The only unsettled question was whether the utilization of the 
press would substitute for conversations. I am surprised to find— 
although Mr. Hansen thinks under the strict provisions of the Sher- 
man Act that there might be a violation and that he is going for- 
ward with an investigation—that the Federal Trade Commission, 
which is supposed to be operating under an act that is broader and 
easier of proof and provides investigatory power under section 6, has 
not done anything about it. 

Mr. Morenouse. Senator, may I say this: That so far as my state- 
ment is concerned, it is intended to be confined solely to investigations 
and consideration of whether or not this order of 1951 has been 
violated. 

Now proof of violation of this 1951 order would require the 
strictest kind of evidence to show in some way—of course it could be 
shown by circumstantial evidence—that there has been an actual 
meeting or conspiracy between one or more of these respondents. 

Now when there isn’t any indication in the most full and compre- 
hensive reports that we could obtain and the study of them, that 
such evidence existed, it would take quite a lot of doing to go out 
blindly and try to find it. 

Senator Keravver. Well, sir, I respectfully suggest you read the 
American Tobacco case and look at these charts before you, and if 
you think that this isn’t an abnormal situation, then I don’t know 
what you would call it. 

Mr. Morsnousr. The economists are better able to express an 
opinion on that than I am. 

I am frank to say I can’t understand charts, though I think I 
understand this one. 

Senator Kerauver. You do have people in the Commission who 
understand charts, do you not? 

Mr. Morenovuse. Those are chiefly the economists. 

Senator Kerauver. Let me read this statement: “In the absence of 
written evidence, uniformity of abnormal price increases or other 
inexplicable parallel conduct will speak as loudly as memoranda,” 
referring to the American Tobacco case. 

You gentlemen are very familiar with that. 

Senator Dirksen. In what year was that case decided ? 

Senator Kerauver. 1947 in the Supreme Court. 

Senator Dirksen. What about the Theater Enterprise case in 1954? 
That decision cited by Judge Hansen yesterday in his memorandum 
says: 

To be sure, business behavior is admissible circumstantial evidence from 
which the factfinder may infer agreement. But this court has never held 
that proof of parallel business behavior conclusively established agreement or, 
phrased differently, that such behavior itself constitutes a Sherman Act offense. 

Isn’t that clearly the law? 

Mr. Gwynne. That is clearly the law, Senator. 

Senator Keravuver. Just a minute. Senator Dirksen didn’t read 
quite far enough. The decision in the Theater Enterprise case did go 
on to say: 





Circumstantial evidence of consciously parallel behavior may have made heavy 
inroads into traditional judicial attitude toward conspiracy— 


And that circumstantial evidence can be considered. It doesn’t over- 
rule or change the rule. 
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Senator Dirksen. It said in the provision that I read that— 


circumstantial evidence is admissible but the court has never held that proof 
of parallel business behavior conclusively established a Sherman Act offense. 

Mr. Gwynne. I think there is no question about that being the law. 
Now the question the chairman raises is an interesting one and it 
has something to do with what our duty should be at the Com- 
mission. 

As I said, high prices or low prices are not essentially part of our 
job, nor are high wages or low wages. 

We are enforcing the antitrust laws. We all know that we have 
been in a period of. rising prices. It would be a great thing if every 
time there has been a uniform pricing or a general increase in any 
industry, if we could go out and investigate. 

But without having something to start on, some indication of 
illegality, that would mean a broad and sweeping investigation of 
almost every industry in the country. 

Senator, we simply do not have the staff. 

We have right now going on before us—I think we can give you 
the figures—hundreds of investigations where we have found some- 
thing. 

We have hundreds of cases that have been filed. We are trying 
them; 25 merger cases, for example. We filed a case the other day 
where we did find sufficient evidence against the antibiotic people. 

Now are we to be told that it is our “duty with our limited staff 
to stop those cases where the staff thinks they have a case and investi- 
gate price rises where we do not know what would turn up? 

We would love to do it if we had the money to make a complete 
economic study of the entire steel industry. 

Senator Kerauver. Chairman Gwynne, you have brought a number 
of cases under section 7, and I applaud you for doing it. These have an 
important effect, of course, but 1 suggest to you, sir, to look at the fact 
that there have been abnormal price rises in the steel industry. The 
evidence on its face shows unusual behavior, phenomenal conduct, 
which is not natural, which certainly suggests cartelization or acting 
in unison. 

Ordinarily you would think when utilized plant capacity is going 
down, down, down, somebody would decrease price to get some busi- 
ness. But here you have utilized capacity going down, down, down, 
with continual price increases. I submit, sir, that there is no industry 
more important to the welfare of the entire economy than steel. 

Furthermore, you have an order of 1951 prohibiting conspiracy to 
fix prices. It seems to me that you cannot rely on self-serving declara- 
tions as to whether the companies have been guilty or not. This order 
requires some independent investigation on your part as to whether 
they have violated it. 

Mr. Gwynne. Mr. Chairman, it has often been pointed out one of 
the peculiar things about this so-called recession is that during the 
recession prices have stayed up. 

It would be interesting to make all those investigations and I might 
say we will be glad to receive all the evidence you have. 
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We have been following these investigations and it is my under- 
standing that this is the consensus of opinion of the Federal Trade 
Commission: That anything you have turned up has not changed the 
situation, that there is not enough evidence to start a case; that is the 
conclusion that I have come to, and it may be wrong. 

Senator Dirksen. It is very revealing, and I think it is probably 


right. 

Mr Gwynne. It is an honest opinion, and if there is any evidence 
that you have that we don’t know, we would love to have it. 

Senator Krrauver. Mr. Hansen seems to think the facts developed 
by this committee were very revealing and very helpful to him. 

Mr. Gwynne. Oh, they have been. 

Senator Keravver. So far as the Sherman Act matter is concerned. 

Mr. Gwynne. We agree with that. 

Senator Kerauver. But the basic point is, Mr. Gwynne, you not 
only have a broad law, you not only have the full right of investiga- 
tion, you are not only charged by Congress with preventing unfair 
methods of competition, but you have a decree entered in 1951. 

I would think that with the unusual phenomenon which has been 
going on, you would not just wait for self-serving declarations or com- 
plaints, that you would have some responsibility of looking into the 
matter yourself. 

Mr. Gwynne. Senator, is this phenomenon that you mention pe- 
culiar to the steel industry ? 

Senator Keravuver. It is present in steel. 

Mr. Gwynne. Asa matter of fact, doesn’t this show up in many—— 

Senator O’Manoney. In many other industries ? 

Senator Kerauver. This shows up in the aluminum industry. 

Mr. Gwynne. Aren’t there others? I would like to ask Dr. Whit- 
ney about that. Would you mind if our economist speaks to this, who 
has studied this thing and followed your work with probably more 
interest than anybody ? 

Go ahead Doctor. 

Senator O’Manoney. Mr. Chairman, may I interrupt? 

Senator Dirksen. Let’s hear from the doctor. 

Senator O’Manoney. Pardon me for just a minute. I have been 
delayed in coming to the meeting this morning, and I would like to 
put on the record with Judge Gwynne and the members of the Fed- 
eral Trade Commission what I tried to put on the record yesterday 
with respect to Judge Hansen and the Department of Justice. 

I agree with the chairman of this subcommittee on the powers of the 
Department of Justice under the Sherman Act. I agree with the 
Federal Trade Commission with its powers under the various anti- 
trust laws that are given to its jurisdiction. And, so far as I know, 
the Federal Trade Cceeiedion is just as much convinced, as Judge 
Hansen announced yesterday that he and the Department of Justice 
are convinced, that a competitive industry is the sort of industry we 
ought to have. ; 

sn’t that right, Judge? 

Mr. Gwynne. That is certainly correct, Senator. 

Senator O’Manoney. Is there anybody on the Federal Trade Com- 
mission that disagrees with that? 

Mr. Gwynne. I know of no one. I would like to know if there is. 
We would soon get rid of him, I assure you. 
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Senator O’Manoney. So that there can be no doubt that the record 
here is that the branches of the executive arm of the Government 
which have been set up by Congress to enforce the antitrust laws be- 
lieve, without reservation, in the objectives of those laws? That is 
true for the Federal Trade Commission, isn’t it? 

Mr. Gwynne. That is correct, Senator. 

Senator O’Manoney. Isn’t it a fact that you have been investigat- 
ing to the extent of your appropriations and to the extent of the sup- 
port that Congress and the Bureau of the Budget give you? 

Mr. Gwynne. Yes. 

Senator O’Manoney. Now, Mr. Chairman, I sat on the Appropria- 
tions Committee, where the Senator from Illinois now sits, for many 
years, from the time I entered the Senate in 1934 until the end of 1952. 
I know, from my personal experience during all of those years, that 
both the Antitrust Division and the Federal Trade Commission were 
constantly hampered by the failure of Congress to provide the appro- 
priations that were necessary to support the activities that both of 
these branches wanted to carry on. 

Senator Dirksen. Will the Senator yield at that point ? 

Senator O’Manoney. Surely. 

Senator Dirksen. I think last year I helped Judge Gwynne’s Com- 
mission get $75,000 to enforce the Wool Labeling Act. 

Senator O’Manoney. Oh, yes. 

Senator Dirksen. May I say I have no recollection that a single 
Senator showed up before the Subcommittee on Independent Offices 
this year, last year, the year before or the year before that, to help 
Judge Gwynne get a little more money for some specific purpose. 
But the members of the committee helped him. I think that is 
substantially right. 

Senator O’Manoney. I haven’t any doubt of it. That was my 
experience, and I know that in the Department of Justice the support 
that the Antitrust Division would get was dependent wholly upon the 
disposition of Congress in making appropriations available. 

Senator Kerauver. The record generally shows that Congress has 
been generous with the Antitrust Division, to this extent: that we 
have gone beyond what the Bureau of the Budget has recommended. 

Senator O’Manoney. That may be true. 

Senator Kerauver. I don’t mean we have given them all they should 
have, but that we have increased the amount over what the Bureau of 
the Budget has recommended. 

Senator O’Manoney. I don’t want to get. off into a discussion of an 
irrelevant phase of this matter. The point is that Judge Gwynne has 
just testified that he doesn’t have the staff and he doesn’t have the 
appropriations that would enable him to carry on the cases they 
already have ready for prosecution, and to conduct new investiga- 
tions, also. 

Senator Dirksen. He didn’t testify to that effect. He said if we 
expected him to do all the things that were churned up here, then, of 
course, he would have to have a much larger staff. 

Mr. Gwynne. I frankly think I agree with both of you. 

Senato O’Manoney. Why, of course. 

Mr. Gwynne. That is exactly right. And the last appearance I 
made up on the Hill was before a House committee, and the burden of 
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their complaint was that we should do more about certain deceptive 
cases, fat remedies, and so on. 

Senator Dirksen. Fat remedies ? 

Mr. Gwynne. Yes. 

Senator Dirxsen. You are not looking at any member of the com- 
mittee ? 

Mr. Gwynne. No,no. And cigarettes, dentifrices, and soon. Now, 
there is no doubt that there is a lot of inequity going on in the country 
in the matter of advertising and in various other things. As Senator 
O’Mahoney has so well pointed out, we have a limited staff and limited 
— We have got to use that where we think it will do the greatest 
good. 

Senator O’Manoney. How long will it take you to carry on your 
ordinary case? The other day you made the announcement, last 
week, I believe, of the filing of the cases in the antibiotic situation. 

Mr. Gwynne. That is correct. 

Senator O’Manonry. Every single company charged in that case 
has immediately denied the accusations that have been brought by 
the Federal Trade Commission, have they not ? 

Mr. Gwynne. They have. 

Senator O’Manoney. That means that this matter is going to be 
fought. The gravamen of that case is that one of those companies 
certainly obtained a patent by a fraudulent affidavit to one of the 
chemical processes for the manufacture of an antibiotic drug, and 
that since that time all of these companies have combined in a price- 
fixing arrangement which makes the people of the United States, who 
need these drugs for the preservation of their health, pay more than 
the facts justify ; isn’t that your case ? 

Mr. Gwynne. That is the charge made. 

Senator O’Manoney. Allright. How long is it going to take you to 
try that case? 

Mr. Gwynne. There is no doubt, Senator, you have correctly stated 
that that will be a bitterly contested case. It is going to tax the re- 
sources we have to hold our own on it. 

Senator O’Manonry. That is my point, and I would like to say this 
to my colleagues. Senator Dirksen was not here yesterday. Senator 
Wiley and Senator Kefauver were and they seem to have a general 
agreement upon it. My point is this: that the world situation is so 
grave, we are so deeply involved in the economic war that Soviet 
Russia is waging against us, that we cannot depend upon antitrust 

rosecutions to solve that problem for us. We have to get a compre- 

ension and a determination among the leaders of industry, among 
the Members of Congress, among the members of the executive depart- 
ments as to whether or not the people of the United States of America 
want the free-enterprise system with competition operating. 

The Department of Justice and the Federal Trade Commission tell 
us that they do believe in free enterprise and in competition, but the 
truth of the matter is that competition is going down the drain. So 
much of our business now is being car ried on by huge corporations 
cperating across State lines and international boundaries that it is 
being carried on in the stratosphere, so far as the people of the United 


States are concerned, and even so far as the Government of the United 
States is concerned. 
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Take the problem in the Middle East that is going on right now and 
affecting probably every person subject to the draft in the United 
States. The big oil companies, which enter into agreements with 
foreign countries and with one another for the cartelization of oil, go 
to the State Department and to the Department of Justice before they 
undertake any of these foreign steps, and then they come to an agree- 
ment. 

Take the Iranian consortium, for example. There was a case in 
which the Government of Iran, when Mossadegh became the Prime 
Minister, undertook to nationalize the oil resources of Iran. The oil 
companies wanted no nationalization, and they appealed to the State 
Department and they appealed to the Department of Justice. What 
happened? Under the direction and leadership of Herbert Hoover, 
Jr., the Iranian consortium was devised. If you examine the details 
of that consortium, you know that it is an arrangement by which the 

various nations and the various international cor porations have agreed 
upon a division of the industry. It is a complete cartelization of the 
o1] industry. 

Fither we are going to get along that way or we are going along 
with the competitive system. We have to make the choice and we 
have to make that choice without waiting for the interminable deci- 
sions through the courts and the Federal Trade Commission and the 
Department of Justice of long-drawn-out prosecutions under the anti- 
trust laws. 

That is the simple position which I think is as clear as a bell. 

Senator Dirksen. How are you going to do all this within the 
framework of the 14th amendment where you have due process of law? 

Senator O’Manonery. You are not going to do it by way of prose- 
cution. Yesterday, I said here 

Senator Dirksen. I get from your statement that you are looking 
for some arbitrary method of bypassing the courts. 

Senator O’Manoney. No, no. 

Senator Dirksen. Give everybody his day in court. 

Senator O’Manonry. Yesterday I said that the situation which is 
presented here constitutes a challenge to the heads of the United States 
Steel Co. and the heads of the other steel companies who have joined 
in this follow-the-leader plan. It is a challenge to the leaders of the 
great interstate and international companies to put their heads 
together with the Members of Congress and the members of the execu- 
tive departments and see to it that they are not hiding behind the 
technicalities of the law to avoid the general principle to which we all 
pledge allegiance, namely that the United States of America is devoted 
to a competitive system in industry. The indication right now is that 
we talk as though we believed in competition, but we act as though we 
believed in cartelization. Cartelization is what we will get if the lead- 
ers are not willing to take off their fighting clothes and come in with 
their cloak of reason and talk it over with the rest of us. 

Senator Dirksen. Mr. Chairman, could we get a word from Dr. 
Whitney now on this matter of price increases generally ? 

Senator Keravuver. Before Dr. Whitney makes a statement—we 
will call on him shortly—I did want to make a point in connection 
with Senator O’Mahoney’s discussion about the length of time that is 
required for litigation. I want to observe that in the steel industry, 
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insofar as the Federal Trade Commission is concerned, there was litiga- 
tion from 1947 to 1951, there is an order that has been issued and there 
are volumes and volumes of evidence. That order is relevant to the 
situation we have at the present time. So that this is one case where 
there has already been litigation. We do not have to start from 
scratch. The question we are trying to get at is whether that order 
had been violated. 

Senator O’Manoney. Mr. Chairman, may I just say this. The rec- 
ord is clear that for 40 years the antitrust laws have been on the 
statute books. For 40 years both the Department of Justice and the 
Federal Trade Commission have been doing their level best to enforce 
those laws. But despite that fact, because of the law’s delays, natural 
and inevitable, because of the American system of allowing every 
defendant his day in court, these cases can be taken from the very 
lowest court to the very highest court, and then, as Judge Hansen 
said yesterday, you can begin all over again. The result is that con- 
centration of economic power has pein. in spite of these laws, and 
through that concentration of power, we are destroying the free 
economy. If we destroy the free economy, we will destroy free gov- 
ernment. That isthe situation that confronts us. 

Senator Kerauver. Yes. And I think a fine statement along that 
same line was made by Judge Gwynne, when as a Congressman, he 
reported out a bill to amend the antitrust laws back in the 80th Con- 

ss, 1st session, when we were serving together on the Judiciary 
ommittee. 

I did want Mr. Dixon to ask some technical questions. Then we 
want to get a statement from Mr. Whitney. But, first, Mr. More- 
house, I would like for you to clear up one matter. You said that on 
the complaints in 1953 and in 1955, you did not find that the 1951 
order had been violated and did not recommend that anything be 
done, because, as I understood you to say, the steel supply situation 
was tight, that is, the plants were all operating at almost Full capacity. 
There was a sellers’ market, and there would not have been any need 
for conspiratorial agreements to hold prices up. But that argument 
would not apply in 1957 or 1958, when plant capacity was way down; 
they were not operating at full capacity. 

Mr. Morenovse. That is quite true. But it is also true, Mr. Chair- 
man—I might respectfully say—that this order did not, by its terms, 
and did not by its effect, and could not by its effect, because of its 
terms, have the effect of preventing price rises. And therefore, I 
concluded, it was my judgment, that the mere fact of price rise would 
not justify an investigation into a violation of the i which is the 
sole field in which I operate. 

Senator Kerauver. Mr. Dixon, you want to ask some technical ques- 
tions; then we will get to Dr. Whitney. 

Mr. Drxon. I think, Mr. Chairman, Mr. Morehouse is right at the 
crux of the problem. 

Mr. Morehouse, section 3 contains these provisos or exceptions to 
this order to cease and desist; do these provisos in any way hinder, 
or have they in any way hindered, the enforcement of the order to 
cease and desist that was issued by the Federal Trade Commission ? 

Mr. Morenouse. You are speaking of all the provisos ? 

Mr. Dixon. Yes, sir. 
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Mr. Morenovuse. They represent a fair statement of the law. They 
emphasize the limitations of the order, which I think are correctly 
limited to a planned common course of action, as interpreted by the 
court. They say that uniformity of prices, or any element thereof at 
any destination or destinations alone and without more would not be 
considered a violation, and that the order does not prohibit or interfere 
with delivered pricing or freight absorption, when innocently or inde- 
pendently pursued, regularly or otherwise, with the result of promot- 
ing competition. 

Mr. Drxon. At that point, do you think the price rises of 1957 and 
1958 have promoted competition in the steel industry ? 

Mr. Morenouse. Of course not. But I don’t think that has any- 
thing to do with the problem, because the question should be, I think, 
whether or not these price rises were independently arrived at or 
whether they were the result of a planned common course of action. 

Now, if I had any evidence, either circumstantial or otherwise, or 
indications that such evidence could be obtained, I would recommend 
proceeding for a violation of this order, with a penalty suit. But 
until I do have some such indication, I cannot conscientiously so recom- 
mend, as I stated before, in view of the limitations of staff, time and 
expense, and other work of the Commission. 

Senator O’Manoney. Mr. Morehouse, may I interrupt you? How 
long have you been on the staff of the Federal Trade Commission ? 

Mr. Morenouse. Twenty-eight years and six months, and I don’t 
know how many hours and minutes. 

Senator O’Manoney. That isa long time. 

Mr. Morenouse. Yes, sir. 

Senator O’Manoney. Have you, as the result of that experience, 
come to any conclusion as to the effect upon the American economy 
of these price rises, of the kind that we are talking of here ? 

Mr. Morenovuse. No, sir; I have no training in the economic field, 
and my opinion of it would not be of much value. Of course, I agree 
with most of what has been said here, that when prices rise inordi- 
nately, it produces inflation, and it is generally bad, and it is hard on 
the public. Outside of that, which probably every layman knows, I 
don’t know anything about it. 

Senator O’Manoney. I[ think every layman knows that, and it does 
not take an economist to know that rising prices are bad. There is 
no doubt in your own mind 

Mr. Morenouse. No, sir. 

Senator O’Manoney. That if we could stop inflation, it would be 
beneficial to the country ? 

Mr. Morenouse. That is it exactly, Senator. But I am simply re- 
spectfully urging that that cannot be stopped by enforcement of this 
order, which was not so intended. 

Senator Kerauver. Mr. Dixon, will you proceed with the technical 
questions ? 

Mr. Dixon. Mr. Morehouse, the order that was issued in 1951 in 
docket 5508, which is the Steel case we are talking about, was issued 
prior to the final approval by the Supreme Court—— 

Mr. Morenovuse. Prior to what? 

Mr. Drxon. Prior to the final approval by the Supreme Court of 
the order contained in the National Lead case; is that not correct ? 
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Mr. Morenovse. That is correct. 

Mr. Drxon. Judge Gwynne, has the Commission staff, or the Com- 
mission, considered reopening this Steel case, rescinding this order to 
cease and desist, and issuing a new order identical to or as strong as 
the order that was issued in the National Lead case or in the Chain 
Institute case ? 

Mr. Gwynne. We have talked about that, and I would like to ask 
Mr. Sheehy to answer that, and also Mr. Kintner, who argued that 
case in the Supreme Court personally. 

Senator Krrauver. Suppose we put the opinion of the Supreme 
Court in the National Lead case in the appendix of the record. 

(The opinion referred to may be found in the appendix on p. 4502.) 

Mr. Sureny. In the National Lead case, as is obvious from the de- 
cision there, Mr. Chairman, the central basis of the illegal action in 
lead was the zone price system that was used by a very few com- 
panies who controlled the entire lead industry. And that was pro- 
hibited, both as to the agreement and as to its individual use. We 
do not have that situation in steel. We did not have it at the time the 
1951 order was issued, and before it could be amended to include some 
such charge I would like to know, from committee counsel, what par- 
ticular thing he would substitute for the zone price system that was in 
existence in the lead industry and was there prohibited for a limited 
time only. The Court was very, very careful about that, and you will 
find in that decision it is stated that the Federal Trade Commission 
presumably would review that and would remove that restriction as it 
stood independently as soon as competition was restored to that 
industry. 

Mr. Drxon. Mr. Sheehy, has the Chain Institute case become final 
yet ? 

Mr. Sueeny. I believe it has. I am not sure. Mr. Kintner can 
answer that question. 

Mr. Kintner. It is final. 

Mr. Drxon. In the Chain Institute case there is a paragraph 6 
that likewise requires individual compliance, and it deals with a basing 
point. In fact, Mr. Chairman, I would suggest that the complete 
order to cease and desist in the Chain Institute case be made a part 
of the record. 

Senator Kerauver. Without objection, that will be made a part of 
the record. 

(The order referred to may be found in the appendix on p. 4507.) 

Mr. Dixon. Mr. Sheehy, do you remember that that paragraph in 
the Chain Institute case goes much further, we might say, than just 
zone delivered pricing? I will read it. They were ordered to cease 
and desist from quoting to sell chain or chain products at prices cal- 
culated or determined— 


pursuant to or in accordance with the single basing point delivered price system, 
the freight equalization price system, or the zone delivered price system, or 
quote or sell chain or chain products at prices calculated or determined pursuant 
to or in accordance with any other plan or system which results in identical 
price quotations or prices for chain or chain products at points of quotation or 
sale or to particular purchases by any two or more sellers of chain or chain 
products using such plan or system, or which prevents purchasers from finding 
any advantage in price in dealing with one or more as against another seller. 
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So it would be fair to say that the Chain Institute order covers more 
than just a zone method; would it not? 

Mr. Sueeny. I think the chain order differs in that respect, cer- 
tainly, from the lead order. 

Mr. Dixon. Is it not fair to say that the orders that were issued in 
both the National Lead case and the Chain Institute case are con- 
siderably stronger than the order issued in the Steel case? 

Mr. Sueeny. They went further in those cases where the facts 
warranted going further. 

Mr. Dixon. Mr. Morehouse, if you had today in the Steel case an 
order similar to the National Lead order or the Chain Institute order, 
would your job of passing on compliance be simpler ? 

Mr. Morenouse. If the order told them not independently to raise 
prices, I could do it. But if the order—I could only enforce it ac- 
cording to its terms. It is hard to pass on speculative orders that I 
cannot see. 

Mr. Dixon. Do you think that the order in docket 5508 is the 
strongest type of order that the facts justify ? 

Mr. Morenovse. Well, I do not know what the facts justified at the 
time the order issued. I had nothing to do with either the investiga- 
tion or trial of the case. I came with the Compliance Division in 
1952, and that was after that order was issued. And I have only had 
to do with the compliance with it. And so I cannot say. But I do 
know that, of course, as we all know, the National Lead order is the 
strongest type of order that you can have. 

Mr. Drxon. It is certainly true, is it not, that the Commission does 
have the basic power to reopen the proceedings and strengthen the 
order in the Steel case if it sees fit ? 

Mr. Morenovuse. If it does in conformity to the provisions of the 
statute, which requires a change of circumstance or law or the public 
interest, yes. 

Mr. Dixon. And the Commission decides what is in the public 
interest, does it not ¢ 

Mr. Morenovse. Certainly. 

Mr. Dixon. Yesterday it was made perfectly plain, and it has been 
plain, I believe, all along that this committee is anxious to determine 
whether or not our antitrust statutes should be strengthened in order 
that the enforcement agencies might have more effective weapons to 
strike at this monopolistic practice. Could section 5, Judge Gwynne, 
be strengthened in any way other than having it apply in : those cases 
that merely affect commerce instead of only in those cases that meet the 
test of being in commerce? Could you broaden section 5 in any other 
respect than that ? 

Mr. Gwynne. No, I couldn’t. I guess the Congress could rewrite 
it pretty much. ‘And, incidentally, on that order, I don’t want any 
inference to get out ‘here which seems to be in your question on 
that steel order. That was gotten long before I came on the Com- 
mission. And in fairness and honesty to the people who negotiated it 
and accepted it, it has always been my understanding it was based on 
far different facts than the National Lead case and these other cases 


you talk about. Every order has to depend upon the facts that are 
proven or admitted. 
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Now, to say you can go back and change the order, just because 
some case has come along with different facts, where you get a better 
order, it seems to me that is a little beside the point. 

Senator Kerauver. Judge Gwynne, one fundamental thing was true 
in the National Lead case, the Chain Institute case, and the Steel case. 
Whether they used a zone system, or a basing point or freight equali- 
zation, they arrived at an identical result. That is, they arrived at 
a result where lead and chain products and steel, at any given place, 
would be sold at the same price by all the companies. They used 
different methods to get to that result. And the result in the present 
stee] situation, in spite of the 1951 order, is the same as it was in the 
case of lead and the same as it was in the case of chain products. 

Senator Dirksen. Mr. Chairman, what is the point you are making 
here ¢ ’ 

Senator Keravuver. The point I am making here is that the results 
are similar in the Steel case, the National Lead case, and the Chain 
Institute case: In the National Lead and Chain Institute cases, how- 
ever, they have been able to prevent it by stronger decrees, but in the 
Steel case they have not prevented it. 

Senator Dirksen. I think it would be fantastic to argue from the 
result backward, because one result could be absolutely legally ob- 
tained, and another result, in the judgment of the Commission, ille- 
gally obtained. If you ever proceeded on that assumption, I do not 
know where we would go. 

Mr. Kintner. Mr. Chairman, the Commission cannot capriciously 
and arbitrarily reopen old orders and issue stronger orders simply 
because a court has approved a stronger order in another case. 

Senator Kerauver. Nobody is arguing that. 

Mr. Kinrner. These matters must be done on the record. 

Senator Kerauver. Nobody is arguing that, Mr. Kintner, unless 
there are facts to justify reopening it. 

Mr. Kintner. I baal the privilege of arguing the lead case in the 
Supreme Court. It was a tremendously strong case from the stand- 
point of overt evidence of price fixing, evidence in writing. It stood 
the test and the Court, because of the very strong evidence, was willing 
to issue the strongest type of order to terminate what they felt was 
clearly an illegal situation. 

Now, if we were successful, either through leads furnished by tnis 
committee or evidence furnished by this committee, or evidence se- 
cured through our investigations, to turn up evidence of similar char- 
acter with respect to the steel industry, I feel sure that we would 
be successful in issuing just as strong an order in that industry, and 
having the courts sustain it at this present time. 

Senator Keravuver. Then that liaved the question of what type of 
evidence is necessary. 

Mr. Dixon. Mr. Chairman, I might say something on this colloquy 
here. As the judge might perhaps know, and as certainly Mr. Sheehy 
knows, I had the pleasure and the duty of participating in both the 
Steel case and in the National Lead case. Certainly none of my ques- 
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tions are mean to imply that the people who negotiated the steel order 
did so for any ulterior motive or reason. I am perfectly aware that 
the consent order was issued prior to the time that it was determined 
to make a test of whether the Commission had the power to issue an 
order such as the one in the National Lead case. There were many at 
the Commission who did not believe that the Commission had that 
power. Fortunately, we who thought it did proved to be right and 
those that thought that it did not proved to be wrong. 

You do have a record and a strong record in the Steel case. There 
was excellent proof put into that record. I can still see the table full of 
matched bids down to the sixth decimal point, over a period of years, 
by the steel industry, and I am still aware of the arbitrary basing 
points that were being used at that time. This identity was no hap- 
penstance. It had to be. If you quoted and followed the system, 
you arrived at identical prices anywhere in the United States, 

I am also aware that, since that order was issued, the steel in- 
dustry at least changed to the practice of quoting f. o. b. the manu- 
facturers’ shipping points. I am also aware that they still have iden- 
tical extras, which are 1 of the 3 elements by which the price is ar- 
rived at. Iam also aware that their f. 0. b. prices are identical. We 
are also aware that during the course of our hearings here we asked 
for an explanation as to how it was that matched bids were being 
arrived at under the new system. The explanation came back, if I 
recall it correctly that “We have found by experience that our com- 
petitors follow the practice of quoting prices based upon the shipping 
point nearest to the place where the order is needed and, therefore, 
we, as a matter of practice, knowing that, adopt that.” 

This explanation in the record of last fall is quite different from 
the old Steel case. ‘The old Steel case had a system where if you used 
it, it had to happen. Now, here is a system where it won’t happen 
unless you, in advance, consciously, systematically, adopt the nearest 
competitive point to the place where an order is to go, and using that 
system, you get the same result as under the previous system. 

As to reopening the proceeding, Mr. Kintner, I certainly realize 
that you cannot just issue a new order—you have to go back on the 
record and let it be determined whether or not—— 

Mr. KintTNER. You cannot go back on the old record alone. You 
have got to bring the record up to date and test it by cross-examina- 
tion of the respondents. This 1s still a government of laws and not of 
men. 

Mr. Dixon. Mr. Kintner, I am not implying that due process should 
be denied. lam saying you havea procedure which you could follow. 

Mr. Kinrner. Yes, sir—as the statute outlines it, and, of course, 
as you point out, according full due process. 

Mr. Dixon. Let me finish very quickly, if I can, these other questions. 

Is it not true, Judge Gwynne, that the only limit upon the power 
of the Federal Trade Commission, in section 5 of the basic act, is that 
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of judicial review? I mean by that to ask if it isn’t possible for the 
Federal Trade Commission to proceed against any party or parties 
for any course of conduct which the Commisison has reason to believe 
amounts to an unfair method of competition or an unfair act or 
practice ? ° 

Mr. Gwynne. Well, of course, it is a very general statement, as we 
all know. That doesn’t though, invite the 5 Commissioners to be 5 
kings. It invites them to study business, study what Congress says, 
study what the courts have said, and determine is this new thing 
that we run into within the purview of the statute. As a matter of 
fact, that is the way all these cases have been decided. 

Mr. Drxon. After you make that determination, and make your 
record, and finally issue your order, it has to stand up to judicial 
review. 

Mr. Gwynne. Yes. 

Mr. Dixon. And if it does, then that would be the only limit upon 
your action ? 

Mr. Gwynne. I don’t know 

Mr. Kintner. That is a limit of reasonableness—if I may interrupt. 
The Supreme Court in the Lead case said that the Commission could 
do what was reasonably necessary to terminate the illegal practice. 
So we must always remember that over our shoulders peers the eagle 
eye of the Court. 

Mr. Dixon. That is what I meant by judicial review, Mr. Kintner. 
Obviously, if it is approved by the court, the action is all right. 

Mr. Krntner. In that particular case, sir. 

Mr. Dixon. Yesterday, Judge Gwynne, Mr. Hansen stated to this 
committee that the Department of Justice was most desirous of hav- 
ing added to its powers the power of investigation that you have 
in section 6 of the Federal Trade Commission Act. 

Isn’t it true that you have the power, under section 6, to demand 
from the steel producers any relevant information which you might 
consider necessary in order to determine whether or not to proceed 
against these producers in either an enforcement proceeding or in 
preparation for a new proceeding? 

Mr. Gwynne. Oh, yes, we have those powers subject, of course, to 
the courts. We have to enforce them in the court. The court says 
whether it is reasonable or not. 

Mr. Dixon. When we had the steel producers before us last fall, 
they stated that it was absolutely necessary for them to raise their 
prices because labor costs had gone up. We then asked them to give 
us their actual costs, and we were met with the statement that they 
didn’t desire to do so because they considered them confidential, and 
they might possibly get to their competitors. 

You have the perfect tool, do you not, for obtaining such con- 
fidential information, by section 6, and also, as I recall the basic act, 
there is a penalty provision if anybody at the Federal Trade Com- 
mission discloses that confidential information. 

Mr. Gwynne. Oh, yes, we can get information. 

Mr. Drxon. Have you had any discussions as to the desirability or 
the possibility of asking for such information to make an actual de- 
termination on this point? 
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Mr. Gwynne. I have had no such discussion;no. Ihave not. And 
I would hardly see why I should, frankly. You can tell me maybe 
why I ought to. 

Senator Keravver. I did not understand that. 

Mr. Gwynne. I said I have not, and I do not know why I should. 
In other words, we cannot go out on blind goose chases, can we—wild 
goose chases—without some notion that there is something going on. 
You cannot go out and inspect everybody’s books just on the general 
theory you w want to see what is in them. If you have some reason 
to believe there is something wrong and it is necessary to your case 
that isone thing. But to go: “all over the country 

Mr. Dixon. Judge, on that same point, using the best evidence we 
could obtain, this subcommittee determined that the identical price 
increases which were made by the whole industry were approximately 
twice the amount to cover the cost of the labor increase. ‘That is some 
indication, is it not, that perhaps it might not have been a normal 
occurrence ¢ 

Mr. Gwynne. Is that true? I have read the report and the facts 
and there seems to be a great deal of disagreement. 

Senator Dirksen. There was a lot of disagreement, I assure you. 

Mr. Gwynne. That is as I remember it. May be I am wrong. 

Senator Keravuver. I think the fact was that the union’s figures 
were about $2.25, and the company’s figures were a little less “than 
$3, on the $6 a ton increase. 

Mr. Dixon. One more question, Mr. Chairman. 

Judge Gwynne, section 5 of the Federal Trade Commission Act, in 
my opinion, is the broadest act on our statute books in the commerce 
field. Do you have an opinion as to whether or not that basic section 5 
is broad enough for the Federal Trade Commission to proceed against 
a corporation that it had reason to believe was monopolizing an indus- 
try and to issue an order to dissolve that corporation 

‘Mr. Gwynne. Do we have the power to—we issue cease-and-desist 
orders. You mean that we could go out—for instance, could we bring 
an action to dissolve General Motors? Is that what you are getting 
at? 

Mr. Dixon. That is the question. Could you issue an order against 
General Motors to cease and desist from continuing to m: \intain and 
control certain phases of its business ? 

Mr. Gwynne. Well, that goes beyond anything 

Senator Keravuver. I do not think counsel means to get you to pass 
on whether the facts are there or not. 

Mr. Kintner. The courts have never said we have such power. It 
would be questionable and subject to a court test if the Commission 
ever decided to use such drastic authority. Certainly dissolution is 
not expressly given to us as an authority in the Trade Commission Act, 
as you know. 

Mr. Dixon. You were given the authority to proceed anywhere that 
the Sherman Act gave authority to proceed, and in other places, were 
you not, Mr. Kintner ? 

Mr. Sureny. If I may, the Eastman Kodak decision meets that 
head on. The court there says the Commission does not have the 
power of divestiture under section 5. 
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Mr. Drxon. Mr. Sheehy, that was used as one of the arguments 
against the National Lead decision and in the Chain Institute case, 
and the court did not accept that defense. 

Mr. Sueeny. I trust you are putting in the whole decision in 
National Lead, because in that case the court goes on to say that it is 
not buying even under the order in lead the complete prohibition of the 
independent use of the zone system per se. 

Mr. Drxon. Mr. Sheehy, you keep forgetting the Chain Institute 
ease. I would ask, Mr. ‘hairman, that not only the National Lead 
decision, but the Chain Institute decision also be put in the record. 

Senator Kerauver. They have both been ordered to be put in the 
record in full. 

(The decisions referred to may be found in the appendix on pp. 4502 
and 4507.) 

Mr. Dixon. I would ask just one more question of the judge, Mr. 
Chairman. Mr. Gwynne, is it your opinion that the last two price 
increases that have occurred in the steel industry have no antitrust 
implications warranting an investigation ? 

Mr. Gwynne. All I can say on that is, I have no evidence which 
indicates that there is ground to believe that those increases were the 
result of conspiracy. 

Senator Kerauver. One question, and I will let Senator Dirksen 
and the others ask theirs. 

Mr. Gwynne. I would be glad to have such evidence if there be 
such. 

Senator Keravver. There was quite a discussion here yesterday 
with Judge Hansen as to whether one company could announce its 
action in the trade press as to what it would do if certain other com- 
panies did certain things. In other words, communicating by news- 
papers as to what action they would take. Republic Steel might say, 
“T will set a price increase, but, of course, I will have to bring it back 
down if Big Steel doesn’t come to the same level.” Little Alan Wood 
raises prices $6 and says, “We can’t sustain it unless Big Steel does the 
same thing.” Big Steel did not, so Alan Wood came back down. But 
when Armco and others raised their prices, saying the increase would 
depend on what Big Steel did, then Big Steel did come up. 

How does that type of action impress you in connection with com- 
petition in industry 4 

Mr. Gwynne. I would think, Mr. Chairman, that when you are 
trying a conspiracy case, and you do not have direct proof of it, which 
you very seldom do, and you are building up your case bit by bit from 
this inference and that inference and other inferences, that I would 
consider what you have said. I would put that in the record. But I 
would say that that won’t be enough to go to the jury, even, would you ? 
I would look for something more. 

Senator Keravver. All right. I had asked Mr. Kintner—we did 
not get the answer—what other precise type of evidence do you think 
is required to show violation of the 1951 order ? 

Mr. Kinrner. Well, the most helpful type of evidence, of course, 
is an exchange of correspondence or minutes or, as in so many of these 
cases, where the price rise followed—a uniform price rise followed a 
meeting which we are able to document, the existence of a meeting just 


before the prices were raised. That i is the most helpful type of evi- 
dence. 
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You mentioned the Tobacco case, and there the circuit court’s opin- 
ion (197 F. 2d 93) contains a discussion of the evidence in that case 
which showed control of prices by various devices and methods, such 
as common refusal to purchase on markets unless each of the Big 
Three was represented, limitations and restrictions on prices which the 
defendants’ buyers were permitted to pay for tobacco, maintenance of 
price ceilings, percentage buying, - formulation of special grades 
of tobacco to avoid competition. These were all circumstances, very 
strong circumstances which supported that case. 

Senator Krerauver. But in that instance, there was no written evi- 
dence or no minutes. They were all acts of behavior. 

Mr. Kintrner. Yes, you build a price-fixing case like you build a 
house, a brick house, as Mr. Sheehy could tell you, and Mr. Babcock, 
who have had such long experience in investigating and litigating 
these cases. You build them brick by brick, and you put them care- 
fully together. And your whole result comes from a great many 
pieces of evidence, of circumstantial evidence. 

Senator Kerauver. Thank you very much, Mr. Kintner. 

Senator Wiley ? 

Senator Witry. We have gone over a great deal of this territory 
before in previous hearings. I realize, Mr. Chairman, the jurisdic- 
tion of the Antitrust Subcommittee is to discover violations of the 
antitrust laws and to determine whether these laws should be amended. 

My question is just this. Out of your vast experience have you 
found any ideas that would be beneficial to the legislative branch in 
relation to amending the antitrust laws? I am not saying that this 
particular instance we are talking about is a violation. I haven’t the 
facts. I practiced law for a good many years. I learned from an 
old Dutchman in Ann Arbor, “Boys, don’t give your opinion on the 
law until you can first assemble the facts.” I am not saying what 
the facts should be. But I am asking whether you have any sug- 
gestions as to amending these laws that will may be give us some an- 
swers in the world situation such as we are faci ing now. 

Mr. Gwynne. We have, Senator Wiley, from time to time, made 
various suggestions as to amendments on rather specific matters, 
mostly having to do with procedure, such as finalization of Clayton 
Act orders and premerger notifications and so on, I have always 

rather had the notion, Senator, that the general basic philosophy and 
statement of the antitrust laws were correct. I mean they are a bit 
like the Constitution, that they have to be built up by court decisions. 

I think one of the great difficulties now that I think we face which 
is basic, and antitrust is not entirely going to cure it, and that is the 
increasing concentration of power. You have it in business, you have 
it in labor, you have it in Government, and the little fellow is a fall 
guy for the whole thing. 

Now, there, as long as you have that situation, you are going to 
have difficulty enforcing rules for competition. 


Senator Winey. Now, of course, this committee has not jurisdic- 
tion 


Mr. Gwynne. I appreciate that 
Senator Witey. To determine what the price of steel should be, 
nor has this subcommittee jurisdiction to say what the wage level in 


the steel industry should be. But anyone who has learned anything 
22805—59—pt. 8-—6 
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in life knows that wages, taxes, and all those factors are a big element 
in determining what the costs of an article should be. 

Now I am asking you people to get out from under the rut that 

ou are in, in this particular hearing, and in your particular activity. 
i think the issue is bigger than simply antitrust, or bigger than say- 
ing whether or not prices should or should not go up. ‘The real issue 
is whether or not, in this contracted world of ours, we need additional 
mechanisms of some kind. Forget your particular activity in this 
particular channel. Don’t forget the constitutional principles. But 
when the house is on fire—I remember when I was a kid, they stated 
that the Government had the authority, if it felt that the threat was 
to the community, to destroy intervening houses. Now, we have a 
threat to this community, to our very life, in this situation we are in. 
And we have to get out of this rut we are in, or we won’t find the 
answers. 

With your fine background, with your years of experience, living 
as Americans, have you any suggestions ? 

Yesterday the question came up whether or not in this hour of trial 
and tribulation there should be placed in the Government the power 
of price fixing. I don’t know. But if this inflation goes on, it will 
take from 120 million insurance policyholders the money they have 
saved. It will take from the milhons of bondholders the money they 
saved. We ought to have brains enough to find some answers to stop 
this inflation. 

With that fine head of yours, you have given some thought to it. 
What is the answer ? 

Mr. Gwynne. Could I refer that to all the staff ? 

Senator Kerauver. That would be characterized as the $64,000 
question. 

Mr. Gwynne. It is very true, of course. We do, at times—nations 
have had occasion to put in price and wage controls. They have never 
in history been very successful. I still think, Senator Wiley—I am 
just an old-fashioned fellow who has the utmost faith in competition. 
I would rather take my chances with a lot of people selling me goods, 
small, and plenty of them—than anything the Government can do to 
get mea fair price. 

There are a lot of things that are making competition difficult. 
That is the reason I have always been greatly interested in the anti- 
merger program. I think if you have competition you have to have 
competitors, plenty of them. The constant merging and concentra- 
tion of power in business and in labor, I think, should be included, and 
in Government, is the thing that itself, to my mind, makes competition 
very difficult. 

Senator Wirry. Of course, much of the theory of competition has 
gone out the window a long time ago. We have always said that the 
best way to get good prices, equitable prices, in public utilities is to 
give a public utility a certain area to operate in, and it operates that 
way, and it is regulated, and so on. I am think about those 120 
million policyholders who have saved through their lives, and now 
find themselves in a very serious condition. Are we going to take 
from them? I am thinking again about the Government bonds, as 
Isaid. I repeat it, because it goes to the question of the morale of our 
people, if you keep emptying their pockets. To me, that is a very 





ADMINISTERED PRICES 4449 


serious condition. It is all right for some folks like us that have our 
salaries paid and all this and that. But what about the millions of 
people who have saved, thinking they had an adequate reserve, and 
now find they have not got it? And we are depleting that some more. 

We cannot just sit here and forget that problem by simply saying, 
“T am in favor of competition.” Tt doesn’t work that w ay. In this 
idea of national defense, we are not getting much competition. We 
assign millions and billions to people to go ahead and produce these 
weapons and so forth, and the taxpayer pays them. 

So, to me, we have to give consideration to it. Whether this com- 
mittee has jurisdiction is another question. But you are here, with 
your background. Perhaps you have some answers. That is why I 
have injected aay into the picture. 

Mr. Gwynne. Well, I have answers, Senator, but I am so much in 
the minority I: spely I have decided I am w rong. Because competition, 
as I said before, will not necessarily make a low price. There are 

certain fields now, certain areas, where there is very active competi- 

tion. These prices have gone up, too. Competition will make a fair 
price. Now, I don’t think high prices cause inflation. Certain 
things that the Government or industry or the people do cause high 
prices, don’t they? Doesn’t the price, to some extent, depend on the 
fiscal policy? If everybody spends a lot of money, builds a house, 
buys a car, and everything, on credit, the Government spends a lot 
of money ; doesn’t that create—set the stage for what we call inflation 
and high prices? I am just saying that, not being an expert at all, 
either. 

Senator Wirry. Do any others of your group have any suggestions? 
You have an economist over there. 

Mr. Gwynne. Yes; he could tell you about it much better than 
T can. 

Senator Dirksen. Mr. Chairman, I do not want to let this — 
stand on the basis of Mr. Dixon’s questions that would have it appea 
that there was a price increase in steel which was in excess of the direct 
labor costs. In the minority report that I filed on that issue, we quoted 
Mr. Tyson, the chairman of the finance committee, on page 154 of the 
report. He testified as follows: 

For each dollar that our employment costs increase, our total costs increase 

by $2. Economic arithmetic tells us that the new cost-push inflation can never 
be terminated until inflation in the biggest and most basic cost, employment cost, 
is terminated. 
There was a lot more to indicate that. When you are dealing with 
a price increase, you are dealing with a great many factors, not the 
least of which, of course, is w hat the company does about its ec: ipital- 
investment program, its modernization program, so that it can remain 
competitive at all times. Sometimes that requires the issuance of 
bonds; it requires a price increase. Otherwise, they have to go to 
the public for financing and sometimes that is not easy. So, I just 
wanted to make sure that this record reveals that there are many 
factors, and you have to get all the facts before you can come to an 
acceptable and to a sound conclusion. 

Now, I want to ask Mr. Whitney for a moment—we almost forgot 
you, Mr. Whitney. 
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Senator Keravuver. Senator, if you would allow an interruption, 
the substance of the figures I gave are on page 41 of the subcommittee’s 
steel report. That is as to what labor and what industry said the 

yage increase cost in terms of the steel increase. 

Senator Dirksen. Yes, but we were putting in all the related costs 
that simply cannot be discounted. They are there. They are fixed, 
and they are inevitable. We summarize that, too, on page 155 of the 
report. 

Senator Wirey. As usual, Senators do not agree, either. 

Senator Dirksen. Mr. Whitney, a question was raised here about 
price increases in other lines besides steel. Somebody mentioned « 
price increase in aluminum. Tell us a little about other fields where 
there are price increases. 

Mr. Wurrney. Mr. Chairman, I cannot answer that much. There 
are occasional increases and occasional decreases going on. The cur- 
rent increases are probably an attempt to c: apitalize on the revival of 
business, and one should not treat the steel price increase in the nent 
of an increase coming at the bottom of a decline. During April and 
so on, when sales were going down, they did not dream of an increase, 
and they began cutting at various places, although it was not an- 
nounced. That is the way it happens in steel. I refer you to an 
article in Business Week, June 14, te example, on certain cuts. 

But, even when wages went up on July 1, they didn’t raise prices. 
Finally, they got their courage up, as business was evidently on the 
upswing, and at the beginning | of August, when the talk in Wall Street 
and the industrial centers is all of a rapid recovery, they felt they 
could make a price increase and have it stick, and at last they did. 
That is one reason I was not surprised to see this price inc rease ina 
period of depression, because it was on the upswing. I was also not 
surprised to see the steel industry wanting its price increase when the 
union wanted its wage increase. 

The philosophy is so similar. Each one wants what it considers a 
a fair price. And when Mr. McDonald, the head of the union, was 
asked in May and June, “Won’t you forgo your wage increase?” he 
said, “Not at all.” And yet there were 25 percent of his union mem- 
bers unemployed. 

Similarly, the steel industry was operating at a very low ratio to 
capacity. But neither of those considerations held back the increase. 

Now, another reason I was not at all surprised at the increase was 
because it did come after the wage increase, and it was, obviously, a 
response to it. I believe the price increase was in this case about equal 
to the wage increase—perhaps more, perhaps less, but not very much. 
And it was so clearly a response that it did not surprise me. There- 
fore, I saw no prima facie reason to believe there was a conspiracy, 
when the costs of all the companies are increased July 1 about the 
same percentage. There is a union contract with all of them. I am 
not the least bit surprised to find the companies responding with a 
price increase. 

Now, that they all went to the same figure didn’t surprise me, either, 
I think the committee could gain a lot by inviting representative steel] 
buyers to testify. You would have to choose a representative list— 
not ask the steel companies for a list of buyers, not choose them from 
any partisan principle, but get a representative list, and ask them what 
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they thought about two propositions. One is uniformity of prices as 
between the sellers, and the second is what would they do if the prices 
were different. I suspect strongly they would say if the 2 sellers or 
3 or 4 had different prices, they cuakl go to the lowest one. Now, 
that pressure forces other sellers to come back to the lowest seller. 
Now, at a time like this you may say why did Bethlehem Steel 
announce yesterday that it is raising its price, why not stay at a lower 
level and get all the business? Because then the other companies 
would have to come right down to Bethlehem’s level, and they felt, 
as the others felt, that the market would stand an increase. And 
they would rather all be selling at $155 a ton than all selling at $150. 
Now, these things are so natural in the market that this price 


increase did not sur prise me, did not seem to me to make a prima facie 
case of conspiracy. 


Thank you. 

Senator Krrauver. Will the Senator yield? I would like to ask « 
question of Mr. Whitney at that point. 

You said that the steel increase came at a time when plant capacity 
was low, and the wage increase came at a time when 25 percent of 
the employees were unemploy ed. But you were not surprised. You 
are not advocating that under those circumstances, it is in the public 
interest either of the country or of the employees that they raise prices 
at a time when productive capacity is down—when perhaps by holding 
the price line and increasing their productive capacity, or perhaps by 
labor making some concessions, they could have more business and 
more employment. 

Mr. Wuitrney. No, Mr. Chairman, I agree with your philosophy 
there. I testified before a subcommittee of the Joint Economic Com- 
mittee in April, I think, advocating a freeze on union wage increases 
during the recession and advocating price reductions wherever we 
could obtain them by any sort of pressure, urging, anything at all, to 


get prices down. But I was soundly spanked for that in the report of 
the subcommittee’s staff, which said: 


We want to take particular note of the comment that there should be price 
cuts, because experience shows— 


they said— 
that price cuts tend to cause people to postpone buying— 


and that that is a mistaken philosophy I had expressed. 

Now, actually, they may be right in the practice of it. It may be a 
steel price increase will cause buyers of steel to feel that things are 
now going up. Not only is the stock market up, but prices are going 
to rise, “Let’s start buying.” And recovery may come faster. if SO, 
your philosophy and mine that price cuts are a better way to treat 
recession, momentarily, at least, may prove to be inapplicable. 

I still believe that price increases and wage increases are not the 
ae way to treat a declining market. But in a rising market it may 
be different. But if you are talking about price increases and wage 
increases, can you overlook that the wage increases came first? The 
price increases would not have come if the wage increases had not 
come. 

Senator Kerauver. Dr. Whitney, do you have the figures or calcula- 
tions on the increase in labor productivity in the steel industry per 
year ? 








a es a ee 


4452 ADMINISTERED PRICES 


Mr. Wuirtney. I have just what your committee produced, in your 
volume, sir. 

Senator Kerauver. What is the annual rate of increase? 

Mr. Wuirney. I forget. I would rather ask Mr. Blair to answer. 
I have not looked it up this morning. 

Senator Krravver. I believe that the President, in his report, or 
perhaps someone else, said 3 percent. The Bureau of Labor Sta- 
tistics, I believe, said 3 percent. : 

Mr. Wuirney. If there were a long-term 3-percent increase in pro- 
ductivity, that would justify raising wages without raising prices to a 
given percent. But it would be rather extreme to apply that to 1958 
when in fact the labor productivity is sharply down because of the 
mere fact that the operations are down. This could not apply now. 

Senator Krerauver. That applies to overhead costs, does it not? 

Mr. Wurtney. Overhead costs are sharply up, yes. ( 

Senator Keravuver. That does not mean that labor productivity 1s 
down ? 

Mr. Wurrney. I think labor costs are up, too. In most years of de- 
cline in steel operations, labor costs have risen as a percentage of total 
sales, and I am rather sure they will rise again this year. I may be 
wrong. 

Senator Dir«sen. Incidentally, that question of productivity was 
in sharp controversy. 

Mr. Wurtrney. Yes, sir. That is on the question where you start 
your year. 

Senator Kerauver. If you assume that there is a productivity in- 
crease of 3 percent—and I think as Senator Dirksen said there was 
some dispute as to whether it is 214 or 314—but if you assume 3, that 
then would apply to $3, the average hourly wage of a steelworker, in- 
cluding fringe benefits—that would take care of 9 cents an hour, I 
mean. I think this last total increase, according to the trade papers, 
or at least according to Mr. MacDonald, the head of the union, was 12 
to 13. So it does not take care of the entire amount. But if those 
figures are true, it takes care of part of it. 

Mr. Wuirney. Rising productivity would take care of a wage in- 
crease, but it is rather strong medicine to hand a steel company whose 
profits have fallen to a deficit position, as, for example, Pittsburgh 
Steel Co., and Crucible, and a number of other small companies—to 
say, “Don’t worry about paying out additional cash to your workers, 
because long run trends in productivity indicate it should be all right.” 

Senator Dirksen. It does not satisfy the bank, though, does it? 

Well, Mr. Gwynne, I just have one observation. Having served with 
-_ so long, and knowing, I think, some of the fundamental premises 
oy which you have always proceeded, I think you will agree with this 
observation, that in this whole competitive field Congress long ago took 
cognizance of it, put a good many enactments on the statute books, set 
up an agency called a Federal Trade Commission, and said, in effect, 
“Now, you enforce our intentions as expressed in this law.” 

You are an enforcement agency. If the intent of Congress is not 
clear, you have to spell it out or imply what you think the intent is, 
and, in so doing, be guided entirely by the facts. 

Mr. Gwynne. That is right. 
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Senator DmxseEn. I take account of testimony and observations from 
time to time. I believe there is an actual tendency in Congress to feel 
that maybe an agency in the executive branch ought to become some- 
thing of a harassment agency, simply because an economic condition 
exists in the country that does not satisfy some people. But if ever we 
get to the time where you exceed the intent of Congress and set your- 
self up as a group of prosecutors, then, of course, we are in trouble. 
For always there is an inhibition in the Constitution of the United 
States that you cannot move in on a person’s life or property without 
due process of law. I would assume that the Commission is constantly 
mindful of what the constitutional interdictions really are. 

Mr. Gwynne. We certainly try to be, Senator. And if we ever 
forget, the courts have quickly reminded us of it. 

Senator Dirksen. As a matter of strict policy, per se, you can have 
an interest in prices, whether they are high or low, but from the 
standpoint of enforcing the law, price at one level or another is r sally 
none of your business unless there is some warranted suspic ion, unless 
there is a prima facie belief that it is part of a conspiracy following 
a planned behavior pattern to fix it at that level, and that is where 
you come into the picture. 

Mr. Gwynne. That is right. 

Senator Dirksen. Judge Hansen was very clear on this point. I 
could not hear him yesterday because I was with the Appropriations 
Committee at the time. But on page 5 of his statement, he says this: 

Since the 1920 United States Steel case, a number of investigations have been 
made by the Department of Justice of alleged monopolistic practices by the 
United States Steel Corp., including participation in conspiracies with other 
steel producers to fix prices on various steel products. These investigations 
of price fixing activities disclose that there was a high degree of uniformity in 
the prices charged by different producers of steel products but failed in all 
except one instance to develop proof of any unlawful agreement between United 
States Steel and other producers. 

Now, that is since 1920. That is a period of 38 years. He says 
there was price uniformity, but in only one case did they develop any 


proof of any unlawful agreement between United States Steel and 
other producers. “Indeed,” he says: 


The information secured appeared to indicate that the price uniformity was 
a result of an industrywide use of various pricing formulas repeatedly attacked 
by FTC as being a violation of the Federal Trade Commission Act, and the result 
of the industry following the prices published by United States Steel. The 
exception to this seemingly futile attempt to find evidence of price fixing in 
the steel industry was the so-called Allegheny Ludlum case. 

I don’t have to read any more. But he makes a point of the fact 
that there was uniformity of prices. But in 38 years there was 1 
case where they developed any proof. 

Mr. Bascock. We developed two. 

Senator Dirksen. But Justice only developed one. Now, it might 
be said, of course, that Justice may not have been diligent, I don’t 
know. I certainly would not assume they were not diligent in this 
field. But I simply say you cannot start on the assumption that when 
a price goes up, there is not some justification for the increase. If 
you feel ‘that there is not, and if there is a conspiracy, that is the time 
to come in, either on probable cause or for good reason, or sound sus- 
picion even, for that matter. But when you go beyond that, it 
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seems to me Government puts itself in a position where it becomes a 
harrassing force in the economy. And if it should do it uniformly, 
then we really are in trouble. 

I don’t know what the answer is to these so-called parallel pat- 
terns—that was the term used in the American Theatre Enterprise 
case—parallel behavior, uniformity of prices. There are probably 
many factors that go into that. But I don’t think you can just arbi- 
trarily and categorically say “Here is the cause, and now you have got 
the authority in the act, so throw the rule of reason overboard. 

It occurs to me that in the use of that power, you have to initiate 
an investigation. Even when the initiation begins, the rule of 
reason has to apply right at that point. What is a reasonable inves- 
tigation, and what are the facts and circumstances on which you pro- 
ceed? When you go beyond that rule, then we are all in trouble, as I 
see it. Thereisan answer. And the answer is some rather capricious 
amendment to existing law. But knowing how long the Federal 
Trade Commission took with respect to some of the new statutes before 
they ever got too far afield, knowing how tricky it really was, I want 
to say that in my judgment the Federal Trade Commission has uni- 
formly done a pretty good job. It has always been careful not always 
to ventilate its case in the newspapers, but search for sound facts, and 
make sure that it demeans itself with dignity and as a Commission 
of that kind really should. 

I don’t know whether that brings any comfort to you, but I think 
you have done a good job. 

Mr. Gwynne. We appreciate the kind words. 

Senator Dirksen. There is a tendency to beat Federal agen- 
cies over the head. I would say that no matter what its complexion 
was, whether there were a majority on the Commission of my party or 
a minority of my party, it would not make any difference. My con- 
tacts with the Commission go back for nearly 25 years. Of course, 
now you have to be a little apprehensive about ever calling up the 
Commission, because there is a committee somewhere here in Wash- 
ington that takes a dim view of a Senator or 4 Congressman calling 
up to get the facts of life about something that may affect one of his 
constituents. 

There is a bill in the Senate now, as you know, that every contact, 
every communication with an agency must be noted and must be filed 
in an annual report that the Congressman and the Senator makes. I 
started thinking about the number of times I have called up the 
Veterans’ Administration on cases affecting humble veterans, suffer- 
ing from gas and shellshock, or goodness knows what. I have thou- 
sands of cases in my files. I rather dread the idea of having to file and 
making a public record that I called up the Administrator of the Vet- 
erans’ Administration saying “What about my old friend Joe Dunk, 
out there in Podunk, IIl., who insists that he has a service-connected 
case; now tell me all about it.” Then I have to put it down on an 
annual report. 

You are not expected to make any response on that, gentlemen. 
That is all I have. 

Mr. Cuumpris. I have no questions. 

Mr. Peck. No questions, Mr. Chairman. 
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Senator Kerauver. Judge Gwynne, we want to thank you and your 
associates in the Federal Trade Commission for coming up here. I 
think you know that it goes without saying that I have a very high 
regard for you as a person, a lawyer and a former legislator; and I 
have enjoy ed my association with other members of the Federal Trade 
Commission. 

This will conclude our brief hearing at this time in connection with 
administered prices in steel. We will give further consideration to 
and conduct further hearings on some of the suggestions made here. 

The purpose of this hearing was to ask the Department of Justice 
and the Federal Trade Commission two things. The first was: In 
view of the fact that there have been identical raises in steel prices in 
1957, and again now, and various other times, by all of the companies 
following a leader—giving notice of what action they would take if 
somebody else took certain action, which has been particularly true 
in the latest increase—where they have different costs of production, 
even though they might be operating at about the same rate of capacity, 
where they have different rates of return on their investment, where 
the rate of production in the plants is down somewhere between 55 to 
60 percent of capacity—whether under those circumstances there is a 
violation of the Sherman Act, the Federal Trade Commission Act, 
particularly section 5, or of the order of the Federal Trade Commis- 
sion of 1951. 

As to the economic effects on our recovery, on our markets, of these 
increases—whether they are caused by, to some extent, labor, or whether 
they are caused by some other reason—there is not very much dispute, 
particularly at a time of unemployment, at a time of unused capacity 
of our plants and when there is a delicate balance between recession 
and recovery. 

Mr. Hansen, of the Department of Justice, thought that under the 
Sherman Act the indications were that there might be some violation, 
so he said that he was looking into the matter very thoroughly to deter- 
mine whether any action should be taken, assigning lawyers and econ- 
omists to study the matter in the light of the latest developments. 

You and the other gentlemen here have stated that you are keeping 
your eyes on the problem. I gathered from your testimony that you 
were less optimistic about the possibility of violation, m tha what 
should be done, than Judge Hansen, although I must say that the 
Federal Trade Commission Act gives you broader power than the 
Sherman Act gives to the Department of Justice, and I think this is 
conceded. 

The second matter under consideration is whether there are any 
recommendations for strengthening the antitrust laws, or any other 
recommendations in the situation. Judge Hansen made two sugges- 
tions, I think. He said he was going to study the matter further and 
would give us the benefit of other recommendations later. You have 
made some recommendations, some of which the Senate has acted upon, 
and the House has not, some of which have been tied up in the Judiciary 
Committee. But these are not immedi itely relevant to the issue here. 
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We would appreciate it if you would consider the matter of recom- 
mendations further, study the statement of Judge Hansen, study the 
charts and the other evidence that has been brought out here, and study 
the current situation, particularly in light of the 1951 decree. 

We will stand in recess at this time until further call of the Chair. 

This subcommittee will meet on another matter at 2 o’clock this 
afternoon, with Senator O’Mahoney presiding. 


(Whereupon, at 12:30 p. m., the committee recessed, subject to the 
call of the Chair.) 





APPENDIX 





PUBLIC STATEMENTS BY SENATOR KEFAUVER AND EXCHANGES 
OF CORRESPONDENCE 


LETTER TO PRESIDENT EISENHOWER 
May 22, 1958. 
The PRESIDENT OF THE UNITED STATES, 
The White House, Washington, D. C. 


Dear Mr. PRESIDENT: I was impressed with the talk you made in New York 
night before last, which I watched over television, and in which you very strongly 
made the point that prices are indeed a problem in the present economic condi- 
tions and cannot continue to rise and that industry as well as labor have a 
responsibility of holding the price-wage line. 

I want to present to you a plan designed to curb these increases in accordance 
with your own analysis of the situation—an analysis, incidentally, in which I 
believe nearly all Americans will concur. 

Let us discuss this plan specifically as it would pertain to one industry—steel— 
which is so basic to all our economy. On or about July 1 the steel industry plans 
to raise its prices. Three steel companies have already announced their inten- 
tion to raise prices on that date. Reporting on a poll among steel producers, the 
trade magazine Steel stated on May 12 that steel prices will probably rise $4 to 
$6 per ton on July 1. Part of the increase will be traceable to the added costs 
arising from the provisions of the 3-year contract between the steel companies and 
the United Steelworkers of America. 

If the past is to provided any clue to the future, it is reasonable to anticipate 
that the price increase will be at least twice the rise in costs resulting from the 
wage increase. This is the conclusion reached by the majority of the Senate 
Subcommittee on Antitrust and Monopoly on the basis of its extensive inquiry 
last year into administered prices in the steel industry. 

But in today’s economic conditions a price increase in steel, even if no more 
than the amount actually required to cover the wage increase, would be too 
much. Ina time of large and growing unemployment, substantial excess capacity, 
and significant underconsumption, it is unthinkable that the Nation’s basic 
materials industry should be planning to institute another price increase. It is 
equally unthinkable that labor would insist upon wage increases that are in 
excess of productivity gains and require increases in prices. The key to ending 
the recession with its mounting unemployment is increased demand for goods 
and services. Obviously, demand cannot increase if prices, regardless of the 
cause, continue to rise. 

Consider the prospects if steel prices actually are increased. First, there will 
be higher direct costs to steel buyers. The Subcommittee on Antitrust and 
Monopoly found that the July 1957 steel price rise increased the direct cost of 
steel shipped by some $540 million a year. Moreover, by the time it reaches 
the ultimate consumer, the increase is considerably greater since it tends to 
pyramid. This results from the efforts of producers and distributors at each 
stage of the flow from the steel mill to the final consumer to raise prices by 
amounts sufficient to cover not only the higher steel costs to themselves, but also 
to preserve their customary percentage margins. 

With the increase in steel prices, and in machinery, parts and components 
made of steel, the producers of consumer goods. including automobiles, may be 
expected to raise their prices. The ultimate effect, of course, will be to reduce 
consumption, particularly in durable goods where most of the recession is cen- 
tered. With reduced consumption, production and employment will fall to even 
lower levels. The singular paradox of this downswing will become even more 
striking—increasing prices accompanied by falling output and jobs. 
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The steel industry is currently operating at approximately 50 percent of capac- 
ity. As against an estimated annual capacity of 9 to 10 million cars, current 
estimates place automobile output this year at only 4.2 million cars, or below 
50 percent of capacity. Substantial decreases in production as a percent of 
capacity have occurred in other durable goods industries as well. Low as they 
are, these operating rates can sink to even lower levels if the prices of goods 
to consumers are increased, as will most certainly take place if the price of steel 
is advanced. 

Clearly, the time for action is at hand. Steps must be taken to prevent the 
announced increases in steel prices from taking effect. A situation which is not 
too hopeful at best must not be allowed to deteriorate. According to a recent 
survey of consumer buying intentions conducted by the National Bureau of Eco- 
nomic Research, plans to buy new cars were 20 percent lower in April than they 
had been last October. Moreover, intentions to buy major consumer durable 
goods, such as ranges, refrigerators, TV sets, freezers, etc., dropped on the average 
by more than 10 percent. If prices of these products are raised, the declines in 
actual purchases can be expected to be even greater than is indicated by this 
survey. 

I realize that there is no statutory authority for the establishment of mandatory 
price and wage controls. Neither am I advocating any such authority at this 
time. But there are steps stopping short of mandatory controls which can be 
taken, and indeed, have been taken in the past with a considerable degree of 
success. I am referring to voluntary measures of one type or another. Their 
use has been strongly urged by noted economists appearing before our subcom- 
mittee and other committees of the Congress. 

An often-overlooked fact of history is that between August 1939 and February 
1942 all of the price-restraining efforts by the Government were on a voluntary 
basis. By the time that the Price Control Act was passed in early 1942 the prices 
of many basic industrial commodities, including steel, had already been suc- 
cessfully stabilized by voluntary action. The success of the program is attested 
by a comparison of price increases in those industries where the voluntary meas- 
ures were applied with the increases that occurred during the comparable period 
before World War I. Thus between July 1914 and November 1916 the list price 
of steel rose 103 percent ; during the comparable 28-month period between August 
1939 and December 1941 it advanced only 2 percent. The increase in the earlier 
period for nonferrous metals was eight times that of the latter period. In chem- 
icals and allied products it was 4 times greater; in fertilizer materials 9 times 
greater. 

Among the specific voluntary measures taken, all of which are available for use 
at this moment, were: 

(1) Informal conferences between an industry’s leaders and Government 
representatives. 

(2) Public requests to an industry to abstain from making a proposed price 
increase. 

(3) The issuance of brief summary analyses of an industry’s prices, profits, 
and production indicating generally whether a price advance is required, 
and, if so, its approximate extent. 

(4) The issuance on a voluntary basis of suggested price ceilings. 

(5) Efforts to persuade labor that for the welfare of the economy they 
should hold the wage line and avoid inflationary wage increases. 

The only force behind these measures would be public opinion, but that is u 
force to be reckoned with. Our large corporations, such as the big steel and 
automobile companies, which spend many millions of dollars each year in culti- 
vating public opinion, do not disregard it lightly. Once the people have the facts, 
their enlightened awareness can be as powerful as any statute in preventing 
unjustified price and wage increases. 

In addition to the experience of 1940-41, there are other precedents for a pro- 
gram of this type. At the request of the House Appropriations Committee in 
1919, the Federal Trade Commission made studies of costs, prices, and profits 
in particular industries, the specific purpose of which was to provide a solid basis 
for the evaluation by Congress and the general public of the propriety of price 
increases. The Federal Trade Commission has the authority to secure and issue 
the same type of information today. Again, in 1947, when there were great short- 
ages of consumers goods and gray markets existed on a widespread scale, a pro- 
gram of voluntary requests to industry to hold the price line was instituted, again 
with a fair measure of success. 
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The precedents are ample. The need is great and growing. High and increas- 
ing prices are seriously aggravating the downturn which started last fall and 
shows no real signs of abating. The economy cannot stand the further decreases 
in consumption which will result from further increases in prices and wages. 

I have every hope and belief that a program designed to stabilize prices through 
voluntary means will receive the full cooperation of labor. If labor organiza- 
tions were to persist in demands which exceed productivity gains and require 
significant increases in prices, the spotlight of publicity should be turned on them. 

The recommendation for action which I have outlined in this letter has grown 
out of the voluminous testimony and evidence presented to the Senate Subcom- 
mittee on Antitrust and Monopoly in its inquiry into administered prices. The 
material presented in these hearings makes it obvious that large corporations, 
such as the major steel and automobile producers, have the power, in effect, to 
set aside the law of supply and demand. Because of the immense consequences 
of their decisions, the managers of these huge corporations must be made force- 
fully aware of their responsibilities to the public interest. A voluntary price- 
wage stabilization program would accomplish that objective. 

From my study of the causes of the present recession, I am satisfied that much 
of present-day buyer resistance stems from a lack of confidence in the future, 
and, in turn, this lack of confidence comes from the large number of unemployed. 
It seems logical to believe that the large number of laborers now employed, at 
high wages, might very well be curtailed purchases because many of their fellow 
employees have been laid off and are presently out of a job. 

I have talked with the heads of several large corporations recently who indi- 
cated a willingness on their part of entering into a voluntary program of rehiring 
laid off employees. I have talked with some important leaders of labor who have 
expressed sympathetic interest in this plant. I believe that your appeal to labor 
to hold the wage line would receive a favorable response. 

According to the Fortune Directory, the 500 largest industrial corporations 
in 1956 had 8,793,347 employees. Allowing for the decrease in economic activity, 
it is reasonable to assume that they employ 8 million employees today. If each 
of these 500 corporations were to increase its employment by 5 percent the 
increase in total employment would obviously be about 400,000. This many peo- 
ple being put to work would go far toward a restoration of confidence and thus 
help in getting the recession behind us. 

It is my belief that you should hold a meeting, jointly or separately, of indus- 
try and labor leaders in Washington, present such a plan to them and appeal to 
them for their support. There is an obligation on the part of both business and 
labor to make some present sacrifices in order to protect their own futures. This 
is just good commonsense. Our industrial leaders should be able to see that an 
investment in employment will prove as profitable in the long run as an invest- 
ment in plant and equipment. Labor should recognize that it has an equal stake 
in stabilizing the economy to insure its continued growth and expansion. The 
Federal Government would be participating to the extent of 52 percent of any 
additional payroll costs pumped into the economy in the event industrial losses 
were reflected therefrom. If you are interested in this plan I will be glad, on 
my own, and on a confidential basis, to work with whomever you designate in 
talking with such leaders in the belief that a sufficient number of them will 
cooperate to insure the success of the meeting called by you of business and labor 
leaders. 

As President, if you would appeal to the heads of industry to voluntarily hire 
hire at least for a trial time some percentage (say 5 percent, for example) 
based on their payroll, such appeal might very well be successful. Such an 
appeal to industry, if coupled with a public statement to the people that you 
intended to use the full powers of your office to stop inflation, higher prices, 
and higher wages, I am sure would do much to remove the psychological block 
now existing in buyers’ minds. Public confidence must be restored because the 
recession feeds on a waning of public confidence as a counterpart to reduced buy- 
ing power resulting from unemployment and reduced income. 

This letter is written not in my capacity as chairman of the Subcommittee 
on Antitrust and Monopoly, but as an individual Senator. Under the separation 
of powers laid down by the Constitution, a Senator can investigate, introduce 
bills, and consider legislation. I have endeavored to perform each of these 
functions to the best of my ability. 

But the real initiative for positive measures to cope with the problem 
must come from the executive branch of the Government, and specifically from 
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the President. In outlining this program to deal with the price, wage, and pro- 
duction phases of the recession, I have endeavored to be practical and con- 
structive. I hope that my suggestions may receive your favorable consideration. 
I feel that it is imperative that immediate action be taken on some plan of 
this type to implement the worthy objectives outlined in your address to the 
Nation. 
Very respectfully yours, 
Estes KEFAUVER, 
United States Senator. 


REPLY BY PRESIDENT EISENHOWER 


THE WHITE HOUSE, 


Washington, June 3, 1958. 
Hon. Estes KEFAUVER, 


United States Senate, 
Washington, D.C. 


DEAR SENATOR KEFAUVER: I have read carefully your letter of May 22 dealing 
with the wage-price problem as it bears on the current economic situation. I 
want to thank you for setting forth your views so fully and clearly on this 
important matter. 

The general approach developed in your letter has, as you know, been the sub- 
ject of much thought and discussion both in and out of government. Use of 
the labor-management conference idea, in any of its various forms, under certain 
circumstances might well be productive of good results for the parties at direct 
interest, as well as for the economy as a whole. It is hard to generalize about 
such a procedure. One must judge, I suppose, each possible use on its merits. 

With respect to the wage-price problem as it has been emerging in the last 
year or two, I have on one occasion after another pointed out the public in- 
terest in the private settlements negotiated in key industries. As you indicate in 
your letter, most recently I undertook to do so in my address on May 20 in 
New York City before the Economic Mobilization Conference of the American 
Management Association. It is my judgment that I can best discharge my re- 
sponsibility in this matter by continuing on the course I have set rather than by 
adopting the public conference approach. I realize the possible advantages of 
the public conference approach, but I am also conscious of its obvious hazards. 
I do want you to know, however, that I intend actively to continue my efforts 
toward the end of fostering, in every useful way I can, a wage-price policy in the 


national interest. I welcome your help in this endeavor and that of every other 
American. 


With kind regards. 
Sincerely, 


Dwicut D. EISENHOWER. 


PRESS RELEASE OF JUNE 13, 1958 


Disclosing he has recommended to the White House a system of voluntary 
controls to hold the line on prices and wages, Senator Estes Kefauver (Democrat, 
Tennessee), today called on President Eisenhower to use the full powers of his 
office to hold off the increase in steel prices expected to take place on July 1. 

In a speech to the Senate, the Tennessean warned the Nation of another round 
of inflation if the steel price rise goes into effect. He cited last fall’s steel in- 
quiry by the Subcommittee on Antitrust and Monopoly, of which he is chairman, 
which showed how last year’s steel price increase pyramided throughout the 
entire economy. 

Senator Kefauver said he had suggested in a letter to the President a number 
of voluntary measures which could be undertaken immediately, among them 
(1) informal conferences between industry and Government leaders; (2) public 
requests to industry to abstain from price increases; (3) issuance of statistics 
showing whether a price increase is required; (4) suggested voluntary price 
ceilings; and (5) efforts to persuade labor to hold the wage line. 

According to the Senator, the President told him in reply “that the general 
approach of my letter had been the subject of much thought and discussion, 
both in and out of Government, but that, in his judgment, he could best discharge 
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his responsibility in this matter by continuing on the course that he had set 
rather than by adopting the public conference approach.” 
The text of the speech follows: 


“SpeECH DELIVERED IN THE UNITED STATES SENATE BY SENATOR ESTES KEFAUVER 
ON PROGRAM FOR VOLUNTARY PRICE-WAGE STABILIZATION 


“Mr. President, reporting on a poll among steel producers, the trade magazine 
Steel stated on May 12 that steel prices will probably rise $4 to $6 per ton on 
July 1. I am sure each Member of this body has noticed that this same predic- 
tion appeared in current weekly news magazines as well as newspapers. I am 
satisfied that, unless extraordinary action is taken by President Eisenhower, 
steel prices will be increased substantially on July 1. If the past can be accepted 
as an indication of what will happen generally throughout American industry 
if this price increase is made, we can expect another round of inflation. 

“Let us consider the prospects if steel prices actually are increased. There 
will be higher direct costs to steel buyers. The Subcommittee on Antitrust and 
Monopoly found that the July 1, 1957, steel price rise, which was on the average 
of $6 per ton, increased the direct cost of steel shipped by some $540 million a 
year. Moreover, by the time this direct increase reaches the ultimate consumer, 
it will be considerably greater, since it tends to pyramid. This pyramiding 
results from the efforts of producers and distributors, at each stage, to raise 
prices by amounts sufficient to cover not only the direct higher costs of steel 
to themselves, but also to preserve their customary percentage margins. 

“With the increase in the price of steel, the producers of consumer goods, in- 
cluding automobiles, may be expected to raise their prices. The ultimate effect, 
of course, will be to reduce consumption. This is particularly true in durable 
goods, where most of our present recession is centered. We might expect that, 
with reduced consumption, production and employment will fall to even lower 
levels than exist today. The paradox of this downswing will become even more 
striking—increased prices accompanied by falling output and jobs. 

“Up until recently, the steel industry has been operating at approximately 50 
percent of capacity. It is my opinion that, although at present the steel industry 
is reported to be operating at approximately 60 percent of capacity, much of 
this increase reflects orders placed in anticipation of the coming July 1 price 
increase. The automobile industry, as against an estimated annual capacity 
of 9-10 million cars, is operating at a current estimated automobile output this 
year of only 4.2 million cars, or below 50 percent of capacity. These substantial 
decreases in production as a percentage of capacity have occurred in other durable 
goods industries, as well. Take heed of this: As low as is production in these 
industries, their operating rates can sink to even lower levels if the prices of 
goods to consumers are increased. This will most certainly take place if the 
price of steel is again advanced. 

“T note again that the spokesmen for the steel industry state that the increase 
which is to be announced on July 1 is again traceable to the added costs arising 
from the provisions of the 3-year contract between the steel companies and the 
United Steelworkers of America. Again, if the past is to provide any clue to 
the future, it is reasonable to anticipate that this price increase will again be at 
least twice the rise in the costs resulting from wage increases. This is the 
conclusion reached by the majority of the Senate Subcommittee on Antitrust and 
Monopoly on the basis of an extensive inquiry last fall into administered prices 
in the steel industry. 

“Mr. President, it appears to me that, clearly, the time for action is at hand. 
Every step should be taken to prevent the announced increases in steel prices 
from taking effect. According to a recent survey of consumer buying inten- 
tions conducted by the National Bureau of Economic Research, plans to buy 
new cars were 20 percent lower in April than last October. Intentions to buy 
major consumer durable goods, such as ranges, refrigerators, TV sets, freezers, 
ete., dropped on the average by more than 10 percent. If the prices of these 
products are again raised, as they certainly will be if steel prices are increased, 
the decline in actual purchases can be expected to be even greater. than is 
indicated by this survey. 

“T am convinced that steps short of mandatory controls can be taken by the 
executive branch of the Government—as, indeed, they have been taken in the 
past—which would result in a considerable degree of success. I refer to 
voluntary measures of one type or another. Their use was strongly urged 
by eminent economists appearing before the Antitrust and Monopoly Subcom- 
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mittee. Between August 1939 and February 1942, all of the price-restraining 
efforts by the Government were on a voluntary basis. By the time the Price 
Control Act was passed in early 1942, the prices of many basic commodities, 
including steel, had already been successfully stabilized by voluntary measures. 
The success of such a program is also attested by a comparison of price in- 
creases in those industries where voluntary measures were applied with the 
increases that occurred during comparable periods before World War I. Thus, 
between July 1914 and November 1916 the list price of steel rose 103 percent. 
During the comparable 28-month period between August 1939 and December 
1941 it advanced only 2 percent. Other comparisons are just as impressive. 

“After giving this matter considerable thought and realizing that there was 
no statutory authority for the establishment of mandatory price and wage 
controls, and not wishing to become an advocate for the establishment of any 
such authority at this time, I recently transmitted by letter to President 
Eisenhower a suggested program which I believe would be most effective. 

“In suggesting to the President that he institute a voluntary price-control 
program, I pointed out that among specific voluntary measures which had been 
taken, and which could be used at this moment, were: 

“(1) Informal conferences between an industry’s leaders and Government 
representatives. 

“(2) Public requests to an industry to abstain from making a proposed 
price increase. 

“(3) The issuance of brief summary analyses of an industry’s prices, 
profits, and production indicating generally whether a price advance is 
required and, if so, its approximate extent. 

“(4)The issuance on a voluntary basis of suggested price ceilings. 

“(5) Efforts to persuade labor that, for the welfare of the economy, 
they should hold the wage line and avoid inflationary wage increases. 

“Mr. President, the only force behind such voluntary measures would be 
public opinion, but this is a force to be reckoned with. Large corporations, such 
as steel and automobile companies, do not disregard public opinion lightly. 
Once our citizenry have the facts, their enlightened awareness can be equally 
powerful as any statute in preventing unjustified price and wage increases. 
In advancing this program to the President, I had every hope and belief that 
such a program would receive the full cooperation of labor. If labor organiza- 
tions were to persist in demands which exceed productivity gains and require 
significant increases in prices, the spotlight of publicity should be turned on 
them. 

“The recommendation for action which I outlined to the President grew out 
of voluminous testimony and evidence presented to the Senate Antitrust and 
Monopoly Subcommittee in its inquiry on administered prices. These hearings 
clearly indicate that large corporations, such as steel and automobile, have 
the power to effectively set aside the law of supply and demand. Because of 
the immense consequences of their decisions, the managers of these huge 
corporations must be made forcefully aware of their responsibilities to the 
public welfare. Voluntary price-wage stabilization programs would accomplish 
that objective. From my study of the causes of the present recession, I am 
satisfied that much present-day buyer resistance stems from a lack of confidence 
in the future. I am also convinced that this lack of confidence comes from 
the large number of unemployed. Is it not logical to believe that the large 
number of employees who are employed, even at alltime high wages, might 
very well be curtailing their purchases because many of their fellow employees 
have been laid off and are presently out of jobs? 

“Having recently talked with the heads of several large corporations who indi- 
cated a willingness on their part of entering into a voluntary prorgam of rehiring 
laid-off employees, I suggested to President Eisenhower that, if he would appeal 
to the heads of industry to voluntarily rehire, at least for a trial time, some 
percentage, say 5 percent, based on their payroll, such an appeal might very 
well be successful. If only the 500 largest corporations were to increase their 
employment by 5 percent, the increase in total employment would approximate 
400,000. This many people being put to work would go far toward a restoration 
of confidence and help in overcoming the recession. 

“By letter of June 3, in answer to my letter of May 26, President Eisenhower 
advised that the general approach of my letter had been the subject of much 
thought and discussion, both in and out of Government, but that, in his judg- 
ment, he could best discharge his responsibility in this matter by continuing on 
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the course that he had set rather than by adopting the public-conference 
approach. 

“T am satisfied that the President will continue his program and efforts toward 
the end of fostering a wage-price policy in the national interest. I most cer- 
tainly and sincerely hope that, whatever the President’s program is, it will be 
successful in fostering a wage-price policy in the national interest. I am 
satisfied, however, that if the President would use the full powers of his office, 
he could most certainly deter the further raising of prices by steel or any other 
industry. He could likewise, in my opinion, deter any labor union from demand- 
ing any increase in wages unless it could be shown that, correspondingly, pro- 
ductivity would be so increased. 

“Unless the President’s program is successful in persuading the steel industry 
from advancing its prices on coming July 1, I fear the economic consequences of 
such price increases. We can ill afford for the managers of our basic industries 
or leaders of our larger labor unions to play an economic chess game with the 
public welfare. Leaders of industry and labor must be made aware of the dire 
consequences of their actions. The time is long past when we can afford the 
luxury of a power game between labor and management attempting to prove 
the other is a scapegoat for increased prices. The great American public de- 
serves more consideration. I, for one, say we cannot stand idly by and see this 
power game continue to the detriment of the public interest.” 


SERIES OF REMARKS IN THE SENATE 


SEVENTEEN DAYS UNTIL JULY 1 
(Remarks to the Senate by Senator Estes Kefauver, June 14, 1958) 


Mr. President, early this week the Great Lakes Steel Corp., which is owned by 
National Steel Corp., headed by former Secretary of the Treasury Humphrey, 
eliminated what has been termed a “S2 differential’ on cold-rolled and hot-rolled 
steel. This move has been widely hailed as evidence of the existence of genuine 
price competition in the steel industry. The price action is said to constitute in 
fact a refutation of those of us who have been concerned with administered 
prices in the steel industry. 

In its issue of June 11, 1958, the Wall Street Journal contains an editorial 
which states that the elimination of this differential “* * * ought to raise some 
questions, even among the stanchest adherents of the administered price theory.” 
The editorial traces the price action to an outbreak of competition in the steel 
industry arising from the decline in demand for steel, particularly from the 
automobile industry. Referring to a statement by another steel producer that 
he would have to meet this Great Lakes move, the editorial states: “If the admin- 
istered price advocates don’t know that there is such a thing as free market 
forces, this man who is close to the free market plainly does.” 

Mr. President, let us look carefully into the exact nature of the move by Great 
Lakes. For some time, Great Lakes has maintained a $2 premium above the 
national base price. It was possible to maintain this “differential,” as it has 
been euphemistically termed, because of the proximity of Great Lakes to the 
plants of the automobile companies which constitute its principal market. Until 
recent months, a seller's market has existed for some time in the steel industry. 
The steel mills have felt no particular incentive to absorb freight on shipments 
into distant areas because they have been able to dispose of most of their tonnage 
to nearby customers or to customers who would themselves pay the freight. 
However, as the demand for steel has declined during the last 12 months, some 
mills, according to the trade press, have begun to resume the old practice of 
absorbing freight when shipping into distant areas. In a time of declining 
demand, Detroit is perhaps the most logical market in the country into which 
steel companies would ship their steel, even at the cost of absorbing freight. 
It would appear that this is exactly what did occur. Moreover, the steel com- 
panies were able to ship into Detroit at a delivered price $2 less than the Great 
Lakes price and still insist that all they were doing was “meeting competition.” 
This was possible because, in addition to Great Lakes, there is in Detroit a second 
steel company, McClouth Steel Corp. Perhaps because most of its output has 
been taken by General Motors—to which it is financially indebted—McClouth 
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has not charged the $2 premium on cold-rolled steel which has been charged by 
Great Lakes. 

Faced with the penetration of its home market at a delivered price $2 below 
its own quotation, Great Lakes had no alternative but to eliminate the premium 
and bring its base price down to the national level. With the steel industry 
running at around 60 percent of capacity and giving every indication of declining 
even further in the next 2 months, it is not to be unexpected that mills which have 
been able to charge premiums above the national base price will be forced to 
abandon those premiums. At about the same time that Great Lakes took its 
action Granite City Steel Co. in St. Louis abandoned part of its premium. While 
perhaps inevitable, this abandonment of premiums should not be confused with 
true price competition. Great Lakes is not undercutting United States Steei or 
the other major steel producers on their base prices or their delivered price. 

This matter of premiums has arisen before. In its appearance before the Sub- 
committee on Antitrust and Monopoly, the United States Steel Corp. contended 
that there were many instances in which other steel companies had taken the 
lead in making changes in price. Upon close examination, however, it was found 
that the examples cited by United States Steel in support of their argument 
represented, with one exception, merely the narrowing or elimination of pre- 
miums above the United States Steel price. 

Mr. President, the trade press is filled with stories indicating that the steel 
companies plan to raise their prices by $6 a ton on July 1. This will impose a 
further burden upon the Nation’s consumers, who are already hard pressed by 
high prices, by hundreds of millions of dollars. President Eisenhower must 
exercise his responsibilities to the end that this price increase, which will touch 
off another wave of inflation, does not take place. In a letter which I sent him 
on May 22, I outlined a series of steps which he could take under his existing 
powers to avert further inflation. It is up to the President, through the use of 
these powers, to see that both management and labor exercise restraint in the 
public interest. 

Let me emphasize that there are only 17 days left for the President to act. 


FIFTEEN Days UNTIL JULY 1 
Remarks to the Senate by Senator Estes Kefauver, Monday, June 16, 1958 


Mr. President, if the steel companies raise their prices in this coming month, 
they will do so under quite different circumstances than existed a year ago. 
These different circumstances make it even more difficult to justify a price in- 
crease than was true in July 1957. 

Fundamentally, the circumstances are different because the demand for steel 
is far below the level of a year ago. For over 6 months the steel industry has 
operated with a large proportion of its capacity unutilized. In June 1957, steel 
ingot production as a percent of capacity was 80 percent. For the third quarter 
of 1957 it was 82 percent. At the end of the fourth quarter it had fallen to 
65 percent. By the end of the first quarter of this year it was down to 52 per- 
cent; in April it reached its lowest point in many years, falling to 48 percent. 

More recently there has been a moderate upturn in steel demand, but, according 
to the trade press, this upturn has been due in large part to “the rush to beat the 
expected July steel price boost’? (Iron Age, June 11, 1958). And the same trade 
journals go on to point out that the efforts by steel users to get in under the wire 
before the price is raised will contribute to an expected July letdown. According 
to Iron Age, ““Many steel users have merely moved up their July orders into June, 
which means their July requirements will be that much less” (June 11, 1958). 

Mr. President, here we have an industry in which for more than 6 months 
about half of the capacity has been unutilized and in which, following the price 
increase, more than half of the capacity is expected to be idle; nonetheless it 
seems bound and determined to go through with its planned price advance 
which, in the end, can only aggravate further the already depressed levels of 
steel demand. 

Some idea of what has been happening to the demand for steel can be ob- 
tained by examining the change in steel shipments to consuming industries 
between the first quarter of 1957 and the first quarter of 1958. During this 
period shipments to all consuming industries declined by 39 percent. 
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Because of its dramatic character and is obvious importance to the total econ- 
omy, the decline in shipments to the automobile industry has received the 
greatest attention in the public press. During this period the decline in ship- 
ments to the automobile industry was 42 percent. But there are a number of 
other important steel-consuming industries which aiso suffered greater-than- 
average declines in their receipts of steel. Thus, steel shipments to the rail- 
road industry for freight cars, passenger cars, and locomotives fell 63 percent. 

During the same period shipments of steel for the construction and main- 
tenance of oil and gas facilities declined 47 percent. 

Steel shipments to the machinery, industrial equipment, and tool industry 
declined by 42 percent. 

An industry which supplies a great variety of manufacturing enterprises, 
and thus constitutes a crude refiection of changes in manufacturing activity, 
is bolts, nuts, rivets, and screws. During this 12-month period shipments of 
steel to this field declined 49 percent. 

From the point of view of the Subcommittee on Antitrust and Monopoly, 
one of the most discouraging aspects is the severity of the fall in shipments to 
warehouses. In terms of steel consumption in 1956, warehouses were the No. 1 
consuming field, outranking even automobiles. As is well known, small busi- 
ness, particularly the distinctly smaller enterprises, rely heavily upon ware- 
houses for their supplies of steel. A greater-than-average decline in shipments 
of steel to warehouses probably means a greater-than-average decrease in op- 
erations of small metal-using comp:nies. Therefore, the fact that steel ship- 
ments to this important area declined by 44 percent can be regarded only as an 
ominous portent for the future of small business. 

Mr. President, as this information which I have cited should make clear, the 
decline in the demand for steel has not been limited to the automotive industry. 
Steel demand is down throughout most of our metal-working economy. 

In the face of this depressed demand, another increase in the price of steel 
is almost unthinkable—except to that mentality which governs the steel indus- 
try. This neanderthal type of thinking must not he permitted to further im- 
peril our economy. The administration must act quickly to prevent the pro- 
jected price increase. There are only 15 more days before July 1. 





14 Days UntTit Juty 1 


Remarks to the Senate by Senator Estes Kefauver, Tuesday, June 17, 1958 


Mr. President, on July 1, 1957, when the steel companies raised their prices 
approximately $6 per ton, the Consumer Price Index stood at a level of 120.2. It 
had risen more than a fifth above the base period 1947-49. 

Today the Consumer Price Index stands at 123.5. It has increased 3.3 percent- 
uge points in the short span of 12 months. In other words, the purchasing power 
of the dollar, in just 1 year, has shrunk to 97 cents. 

No one knows just how much of this increase in living costs has been due to 
the $6 a ton increase in the price of steel of last year. Important components of 
the Consumer Price Index are automobiles and household appliances. Unques- 
tionably, the increase in steel prices contributed directly to higher prices for these 
items. 

But the true importance of steel is not to be seen as a direct component of any 
retail price index. Steel is a raw material—the most important raw material. 
As such, it enters directly or indirectly into the cost of nearly every commodity or 
service in the land. Consumers do not buy steel as such. But in one way or an- 
other the price of steel affects nearly everything that the consumer has to buy. 

The importance of steel to the increase in living costs is now being discounted 
in some quarters on the grounds that most of the recent advance in the Con- 
sumer Price Index is traceable to higher prices for food. But steel is an impor- 
tant cost item at each stage of the process of production and distribution of 
food. When the price of steel rises, so also do the prices of farm machinery, 
fencing, nails, roofing, and other farm supplies. Higher prices for steel mean 
higher prices for machinery and equipment used in processing, freezing, can- 
ning, preserving, and storing. A price increase for steel, in itself, forms a justi- 
fication for higher transportation charges, which of course represents an impor- 
tant element in the final price of food. Higher prices for steel mean higher prices 
for tin cans, and it is a fact that for a number of important canned vegetables 
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the cost of the can is as much as, or even greater than, the cost of its contents. 
The stainless steel in the supermarket, the steel in the wire baskets of the 
carts that housewives push in the supermarkets, the steel in the delivery trucks— 
all these and many other items affecting the cost of food go up when the price of 
steel is raised. 

I do not say that all of the increase in the Consumer Price Index directly flows 
from the increase in the prices of steel last July. But by the same token, it is 
equally an exaggeration to focus attention only on the final end product pur- 
chased by the ultimate consumer, ignoring all of the lower and necessary levels of 
production and distribution. 

Mr. President, the American public should be spared any further price rises. 
The administration must, and should, act quickly in order to prevent the projected 
steel price increase from taking place. There are only 14 days before July 1. 


13 Days UnTiL JuLy 1 
Remarks to the Senate by Senator Estes Kefauver, Wednesday, June 18, 1958 


Mr. President, to resolve any possible confusion that might arise on this point, 
I wish to make it abundantly clear here and now that I am not opposed to profit- 
making by the steel companies or any other companies. Indeed, I wish that the 
steel companies had made greater profits than was actually the case last year. 
Those of us who are concerned about the price behavior of the steel industry 
and its possible consequences are not concerned with how much money the steel 
companies make; what does concern us is how they make their profits. 

When on March 11 of last year I announced the undertaking of an inquiry into 
administered-price industries, I described the cause of our concern in the follow- 
ing words: 

“In some of these administered-price industries, increases in prices have been 
accompanied by decreases in production. This means that the industry is not 
only charging higher prices to the consumer but is providing fewer jobs for 
labor. * * * This process is bringing about a replacement of the traditional 
American ideal, made famous by the late Henry Ford, of making profits through 
high volume and lower profit margins, as opposed to the European cartel pattern 
of restricted volume and high profit margins. * * * Low-volume high-price 
behavior can help cause a depression, and if it develops, it can make it much 
worse.” 

That was my concern then and it is my concern today. Since that time, 
everything that has happened in the steel and automobile industries, as well as 
in other administered-price fields, has tended to support the worst of our fears. 

It may come as somewhat of a surprise, but it is nonetheless a fact that this 
pattern of reducing prices regardless of whether demand is falling or rising is 
somewhat new to the steel industry itself. An examination of the record shows 
that from 1923 up to 1929 the price of steel was steadily and consistently lowered. 
Whether this socially desirable performance resulted from a deliberate policy 
of an enlightened management or from the natural forces of competition, there 
can be little question but that the result contributed powerfully to the great 
era of prosperity which the country enjoyed during that period. 

During the early and middle thirties there existed at least some degree of 
price competition among the steel companies. One active price cutter was the 
National Steel Corp., now headed by former Secretary of the Treasury George 
Humphrey. According to the standard work on the steel industry by Drs. 
Daugherty, de Chazeau, and Stratton, Economics in the Iron and Steel Industry, 
National “became an exponent of lower steel prices in a most effective way for it 
initiated price declines and refused to conform to price increases initiated by 
others at the most important basing points” (p. 93). 

How different does this old-fashioned, vigorously competitive type of behavior 
of a quarter of a century ago appear when contrasted to the smooth uniformity 
of today in which all the steel companies, National among them, follow United 
States Steel upward with monotonous regularity. 

Mr. President, today what competition there is in the steel industry seems to 
be limited to such matters as service, immediacy of delivery, advertising, and so 
forth. Competition in price seems to have disappeared almost completely from 
steel—our most important basic industry. There seems to be little prospect what- 
ever that true price competition can save the American economy from another 
price increase which, it is reported, will be put into effect on July 1. 
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It is because of this fundamental fact that I felt impelled to call upon Presi- 
dent Eisenhower to use his vast powers in putting into effect a voluntary 
program of price and wage stabilization under which the leaders of both man- 
agement and labor could be made forcefully aware of their responsibilities 
to the public interest. I am, of course, saddened by the President’s refusal 
to act on my suggestions, which I might say are the result of a considerable 
period of very detailed and careful examination of the problem. There is 
still, however, time for the President to act, but time is running out. There 
remain only 13 days before July 1. 





TWELVE Days UNTIL JULY 1 
Remarks to the Senate by Senator Estes Kefauver, Thursday, June 19, 1958 


Mr. President, there seems to be a distressing spirit of defeatism permeating 
the steel industry at the present time. This is in contrast to the old-style 
attitude of aggressive, individualistic, competitive rivalry that made America 
what it is today. 

This new spirit manifests itself in an attitude, explicitly expressed by steel 
company officials before the Subcommittee on Antitrust and Monopoly, that 
there is simply no point in trying to keep prices down. These steel officials 
contended that the price of steel has little if any effect upon its demand, that 
steel represents a very small proportion of the total cost of most products 
made of steel, and that any price action taken by the steel companies will 
have no appreciable effect on the sales of these fabricated products. 

This line of argument is foreign to the past behavior of the steel industry 
itself during the 1920’s and early 1930’s when the price of steel was steadily 
reduced. 

The argument unduly minimizes the importance of steel as a cost element 
to many manufacturing industries. And it also unduly minimizes the effect of 
price changes on sales. 

Take, for example, the Nation’s single largest steel-consuming industry—auto- 
mobiles. With the possible exception of labor, steel represents the largest single 
element in the total factory cost of an automobile. It is also a fact that the sales 
of automobiles are significantly affected by changes in their prices. In hearings 
before the Subcommittee on Antitrust and Monopoly, it was brought out that 
studies of this subject have revealed that a 1-percent increase in the price of 
automobiles tends to result in a decrease in automobile sales of from 1.2 to 1.5 
percent. In other words, these studies, which are based on historical experience, 
indicate that a 10-percent increase in the price of automobiles can be expected 
to result in a decline in automobile sales ranging from 12 to 15 percent. 

With 1 of the 3 major automobile producers now operating in the red and a 
second showing very small profits, is it not reasonable to expect that they will 
pass on any increase which they have to pay for steel? As I have indicated 
earlier, higher prices for steel will be reflected not only in the increased cost ot 
the steel that goes directly into the automobile itself but also in the form of 
higher prices which the automobile companies, as well as all other firms, will 
have to pay for machinery, equipment, and supplies made of steel. 

How much the price of the 1959 models will be increased, and how much 
of the increase will be traceable to higher steel prices are matters of conjec- 
ture. Brt one thing is certain. If the price of steel rises, so also will the price 
of automobiles. And if the price of automobiles rises, their sales, as all the 
studies show, will tend to decline. And as the sales of automobiles fall to even 
lower levels, so also will the automobile companies’ demand for steel. Thus the 
endless cycle proceeds. 

The first step to be taken in halting this spiral is the prevention of the projected 
steel price increase. The steel companies can prevent the price rise by the simple 
act of not making it. If just one of the major steel companies would compete 
in the old American manner and refuse to go along, the increase probably would 
not stick. But this is perhaps too much to hope for. Intervention from the 
outside seems called for. That intervention must come from President EHisen- 
hower. Through the voluntary stabilization of prices and wages, the President 
“an stop the spiral. He must act, and act quickly. There are only 12 more days 
before July 1. 
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ELEVEN Days UNTIL JuLy 1 


Remarks to the Senate by Senator John A. Carroll, Friday, June 20, 1958 


Mr. President, every day since June 13 the Senator from Tennessee (Senator 
Kefauver) has made a statement on steel prices, pointing out to this body the 
imminence of another increase in the price of steel and describing the injurious 
consequences of such an action. 

Owing to previous commitments, the Senator from Tennessee has found it 
necessary to be in his home State today. As a member of the Subcommittee on 
Antitrust and Monopoly, I join with the Senator from Tennessee in today’s 
observations on the steel-price increase. The major points which I plan to make 
represent his views as well as mine. 

According to today’s papers, the United States Steel Corp. issued a statement 
yesterday, the full text of which I would like to put in the record at the end 
of my remarks. 

As I interpret it, the statement says that the corporation is reviewing the 
expected price increase, that it is weighing the expected increase in labor costs 
on July 1 against the effects of a price increase on the demand for steel and the 
general economy, and that it has not as yet decided upon what course of action 
it will take. But there may be more to it than meets the eye. According to the 
New York Times, the statement “appeared to puzzle most close observers of 
the industry.” According to the Wall Street Journal, “The fact any statement 
was volunteered was unusual in the light of the company’s traditional reluctance 
to discuss prices in advance of any formal action.” 

The Wall Street Journal reports speculation that the statement indicates that 
“United States Steel might be bidding for another ranking producer to take the 
lead in raising prices.” It also reports speculation that the present depressed 
conditions in the steel industry “might be causing United States Steel some con- 
cern as to whether a general price increase would be followed by all other pro- 
ducers.” The New York Times reports that the corporation may be concerned 
with the effect of an increase in the price of steel on its competition with other 
materials, particularly aluminum. It also reports speculation that “The company 
wished to reply indirectly to Senator Estes Kefauver (Democrat, Tennessee), who 
has been an outspoken critic recently of upward spiraling prices.” 

In view of the uncertainty as to the meaning of the corporation’s statement, 
one can only hope that it indicates an awareness of the grave consequences for 
the economy of a price increase at the present time. It should be self-evident 
that a further price increase in steel can only have the effect of aggravating the 
current recession. A deepening of the recession would further jeopardize the 
already weakened position of the United States as a leader of the free world. 

According to the statement, United States Steel is reviewing the anticipated 
price increase in the light of various factors, which include “competition with 
other materials, underlying customer product demand, and economic climate and 
outlook * * *.” There can be little question but that a steel price increase would 
weaken steel in its rivalry with competitive materials. There can be little 
question but that a steel price increase would inevitably have the effect of 
increasing the costs and prices of products using steel, thereby reducing their 
sales and thus their demand for steel. And there can be little question but 
that a steel price increase would further becloud the already darkening economic 
climate and outlook. 

It is, of course, true that the United States Steel Corp., as its statement 
indicates, must also give consideration to the factor of costs, which will in- 
evitably rise when the provisions of the third year of its contract with the United 
Steelworkers becomes operative on July 1. 

Mr. President, the Subcommittee on Antitrust and Monopoly made an intensive 
examination of the wage-price increases in steel last year. It issued its finding 
in a report, Senate Report No. 1387, which I commend to the attention of 
all Members of this body and to the general public. On the question of the 
relationship of the wage increase to the price increase, the findings reached by 
the majority of the subcommittee are as follows: 

“A reasonable guess as to the magnitude of increased labor costs which 
have arisen from the July 1957 adjustments in wages and other benefits, would 
fall somewhere between $2.50 and $3 per ton of finished steel. The margin 
between such a figure and the $6 per ton increase in steel prices would lie 
between $3 and $3.50 per ton” (p. 41). 
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Moreover, the subcommittee report goes on to show that the increase that 
did take place in labor costs was offset by the decline in the price of steel 
scrap, an important cost element in steel production. “In other words, the 
estimated reduction in the cost of purchased scrap ($3.87 per ton of finished 
steel) from 1956 to September 1957 has been more than enough to offset even a 
generous estimate of the increased labor costs incurred through the July 1 wage 
adjustments” (p. 44). 

If the steel companies were to increase their prices no more than the actual 
increase in unit labor costs, the effect upon the demand for steel and upon the 
general economy would still be injurious. But if they were to follow their 
action of last year in raising prices more than twice the increase in labor costs 
and in ignoring decreases in other costs, their behavior would be indefensible. 

Mr. President, it is my hope, and I know it is the hope of the Senator from 
Tennessee and of many other Members of this body, that the statement by the 
United States Steel Corp. on June 19, 1958, marks the beginning of a new era in 
which the top management of this giant corporation will accept the heavy and 
vital responsibility to the public interest which its tremendous economic power 
confers upon it. 

Whether or not this proves to be an idle hope on my part will be revealed 
by the action taken by the steel companies on the first of next month. May I 
state that there remain only 11 days until July 1. 


E1ieHt Days UNTIL JULy 1 
Remarks to the Senate by Senator Estes Kefauver, Monday, June 23, 1958 


Mr. President, in daily statements since June 13, with the exception of Friday, 
when I found it necessary to visit my home State, I have endeavored to impress 
this body with the serious effect on our economy of the steel price increase ex- 
pected to be announced on July 1. 

I have received no information to dispel my conviction that another round of 
inflation, decreased production and further unemployment will flow from such 
an increase in steel prices. 

I publicly disclosed on June 13, during my speech before the Senate, that on 
May 22 I had transmitted by letter to President Eisenhower a suggested volun- 
tary price-wage program which I believed would be most effective. 

As I stated at that time, the President advised me by letter of June 3, that 
rather than adopt my program, he intended to continue on the course which 
he had set. 

As the result of my public disclosure, I received a most interesting letter from 
Mr. William L. Litle, chairman of the board and president of Bucyrus-Erie Co. 
Mr. Litle attached a letter which he had addressed to the President, a reply 
from Secretary of Labor Mitchell, and his answer to Secretary Mitchell. I ask 
that these letters be made a part of my remarks at this point and I send them to 
the desk for that purpose. 

Mr. President, Mr. Litle is the chief executive officer of one of the 400 largest 
industrial corporations in the United States. Just as I am perturbed by the 
expected steel price increases, Mr. Litle is also perturbed. It will be noted that 
Mr. Litle also suggested to the President that he use the powers of his office to 
stop the vicious wage-price spiral to which the country is being subjected. Mr. 
Litle was not as fortunate as I; his letter was answered, not by the President, 
to whom it was addressed, but by the Secretary of Labor. However, although 
my answer came from the President, it did not disclose the President’s policy on 
wages and prices. Mr. Mitchell’s letter casts more light on this matter. It is 
apparent that the executive branch of our Government has no policy to meet this 
problem because the Secretary blandly states that the problem should be worked 
out between management and labor. 

Both Mr. Litle and I have been turned down by the President ; however, there 
are 8 days left before the expected steel price increases will be put into effect. 
Let us hope that in the public interest the President will see fit within that time 
to make full use of the powers of his office to bring together the leaders of the 
steel industry and labor with a definite view of formulating a wage-price 
program. 

(Text of the letters may be found on p. 4479.) 








4470 ADMINISTERED PRICES 


SEvEN Days Untit Jury 1 
(Remarks to the Senate by Senator Estes Kefauver, Tuesday, June 24, 1958) 


Mr. President, yesterday I put in the record letters written by Mr. W. L. Litle, 
chairman of the board and president of the Bucyrus-Erie Co., to President Bisen- 
hower and Secretary Mitchell, together with a reply from Secretary Mitchell. 
In his letter to the President, Mr. Litle, whose firm is the world’s foremost manu- 
facturer of power cranes and excavators, stated that unless the inflationary 
spiral is stopped, American manufacturers will have priced themselves out of 
the world markets. This would mean that firms such as his could compete in 
world markets only by building branch plants abroad, which of course would 
deprive American workers of employment. 

They may, in addition, be pricing themselves out of the domestic market as 
well. The Wall Street Journal of June 23 quotes an official of one auto company 
as stating, ‘Our prices are too high now. We know it, and we are determined 
to hold the line if at all possible.” 

If one can judge from recent surveys, which were made by the Wall Street 
Journal and the magazine Steel, the prospect of having to face another increase 
in the price of their basic raw material fills many American manufacturers with 
gloom. The reason for their apprehension is not difficult to determine. In a 
number of industries, there still exists a considerable degree of true price compe- 
tition. As a result of the current recession, there also exists a buyers market. 
Under these circumstances no single producer in such an industry can be sure— 
as United States Steel appears to be sure—that any price increase which it makes 
would be paralleled by a comparable increase on the part of its competitors. 
It is this lack of certainty as to what the reactions of their competitors will 
probably be that sharply distinguishes competitive industries from fields like 
the steel industry. 

In its survey which covered 40 midwestern steel-using firms, the Wall Street 
Journal found that they are “reluctant to raise prices even if they have to pay 
more for steel” (June 23, 1958). The survey cited particular firms, of which 
the following appear to be typical: Mr. John E. Carroll, president of the American 
Hoist & Derrick Co., of St. Paul, Minn., said: “We cannot pass along any price 
increases on our products. Even if we were in the red, which we are not, we 
couldn't raise prices because we'd lose too much business by doing so.” Mr. 
Francis J. Trecker, president of Kearney & Trecker Corp., Milwaukee, Wis., is 
quoted as saying, “There is no possible chance of increasing prices on machine 
tools at this time. Any added cost of steel would have to come from our profit— 
if there is a profit.’ Mr. Ben F. Lease, president of Athey Products Corp., a 
Chicago heavy-duty trailer manufacturer, said: “Pricecutting now is widespread 
in our industry. I don’t know how you can pass along any steel price increase in 
those circumstances.” 

In its survey of manufacturers of metalworking equipment—in which steel is 
an important cost element—the trade magazine Steel found that because of 
competition it would be difficult, if not impossible, for many equipment manu- 
facturers to pass on any increase in steel prices. The magazine cites a manu- 
facturer of belt conveyors as stating “There is definite price weakness in this 
field. Even the most ethical blue chip producers are cutting quotations.” <A 
producer of hydraulic presses is quoted as saying, “Some manufactures want to 
fill their shop so badly they'll not only operate at smaller per unit profit but 
sometimes quote under cost.” A manufacturer of presses reports, ‘‘Some com- 
panies are accepting business at a loss to keep their plants operating.” 

This is not to say that none of the increase in the price of steel will be passed 
on to the consumer. But it is to say that if the recession continues, companies 
in competitive industries will find it much more difficult than last year to pass 
along the cost of a steel price rise, which in some cases will spell hardship if 
not insolvency. No such difficulty is to be expected, of course, in those industries 
where price competition no longer exists. There, the full increase will un- 
doubtedly be passed on—with probably something to boot. 

Mr. President, if the steel companies do raise their prices, their gain in unit 
profits will be at the expense of the American consumer where the increase can 
be passed on, and at the expense of steel-using firms in competitve industries 
where it cannot be passed on. In either event, the steel companies’ gain would 
be the Nation’s loss. 

There remain only 7 more days for President Eisenhower to act to prevent 
the expected price increase. 
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Stx Days Unt Jury 1 


Remarks to the Senate by Senator Estes Kefauver, Wednesday, June 25, 1958 

Mr. President, yesterday the Bureau of Labor Statistics reported that the 
Consumer Price Index had risen again in May to a new all-time high. The index 
now stands at a level of 123.6, which is some 3.5 percent above the level of only 
12 months ago. In the 8 years since June 1950, just before the outbreak of the 
Korean conflict, the cost of living has risen no less than 21 percent. Most of this 
increase has, of course, occurred during the years in which the present admin- 
istration has been in office. 

According to press accounts, administration spokesmen would have consumers 
take comfort in the fact that this latest increase was not due to higher prices 
of foods. In past months the same spokesmen have been discounting the im- 
portance of price increases in administered price industries on the grounds that 
most of the increase in the cost of living was due to higher food prices. In my 
statement on the Senate floor on June 17 I described the way in which higher 
prices for steel contribute to higher food prices by raising the costs of farming, 
processing, distribution, transportation, retailing—in fact, everywhere along the 
line between the farmer and the housewife. 

Now that overall food prices have for a change remained stable, to what argu- 
ments will the administration spokesmen now turn in their efforts to exonerate 
the Nation’s basic industries as contributors to higher living costs? 

It appears that the May increase was due principally to increased hospitaliza- 
tion insurance premiums and the ending of local gasoline price wars. It may 
be anticipated that administration spokesmen will point out, if they have not 
already done so, that neither of these areas is itself an administered price in- 
dustry. But let us examine the matter more closely. Why have hospitalization 
costs risen? They have gone up for one reason, because of the increased cost 
of equipment, much of which, as everyone who has visited a hospital knows, is 
made of stainless steel. It would be absurd, of course, to attribute all the rise 
in hospital equipment costs to the increase in the price of steel; it would be 
equally absurd, however, to ignore it completely as a contributing cost factor. 

The cost of living in May also rose because of the higher prices for gasoline 
which, according to the Bureau of Labor Statistics, stemmed from “termination 
of price wars in several cities * * *.” Gasoline price wars generally stem from 
weaknesses in the petroleum price structure. Following last year’s price increase 
in petroleum at the time of the Suez crisis, the big oil companies have engaged in 
heroic and farflung measures to stabilize the petroleum price structure at the 
newer and higher level. Extraordinary curtailments have been made in both 
domestic production and in imports. It should not come as a matter of surprise 
that as a result of these measures consumers are now having to pay higher prices 
for gasoline. 

In its issue of June 23, the Wall Street Journal presented an interesting 
example of how an increase in the price of a basic product such as steel or 
petroleum tends to pyramid before it reaches the ultimate buyer. 

A “* * * tractor maker explains how last year’s 4 percent increase in the 
price of steel affected one model in his line. Immediately after the steel hike, 
prices of stampings from a supplier went up 4 percent, too. Forging shops 
raised prices. Machine shops passed along the increase. Components such as 
wheels, hydraulic systems, and axles arrived with higher price tags. Where costs 
of that tractor totaled $1,800 on July 1, several months later they were $1,875.” 
If to this there is added the customary 23 percent markup for farm machinery 
dealers, the total increase would have been from $2,338 to $2,435. In short, 
as a result of the chain of increases set off by a $6 a ton increase in the price of 
steel, the farmer would be paying $97 more for the same tractor in 1958 than 
in 1957. 

In this article, the Wall Street Journal notes the argument made by United 
States Steel Corp. that higher prices of steel have a negligible effect on the 
prices paid by ultimate buyers. On the basis of a survey of metal-using firms 
which it had conducted, the Journal concludes that, ‘Few steel users agree with 
the inconsequential effects of price rises for the metal, however.” 

Mr. President, if President Eisenhower is to act in order to prevent a steel 
price increase from taking place on July 1, there remain only 6 more days. 
Actually, there are some signs, as my colleague from Colorado (Senator Carroll) 
pointed out last week, that the steel companies may have changed their thinking 
in recent days and may not actually go through at this time with the increase 
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which had been accepted as a foregone conclusion as recently as a week ago in 
the trade and financial press. I note that the Journal of Commerce for today, 
June 25, contains an interesting story to this effect. According to the story, one 
important reason for the “delay in raising prices” is that it “will also put the 
industry critics in Congress on the defensive, temporarily at least.” I do not 
quite understand how a decision by the industry to follow a course of action 
which I have been urging upon it every day since June 13 would put me “on the 
defensive.” But if the steel industry were to serve the public interest by holding 
off its price increase, I would be glad to be considered in any conceivable posi- 
tion, “defensive” or otherwise. 


Five Days UNTIL Juty 1 


Remarks to the Senate by Senator Estes Kefauver, Thursday, June 26, 1958 


Mr. President, on June 24 President Eisenhower wrote to me again rejecting 
my proposal that he act through voluntary measures to prevent an expected in- 
crease in the price of steel. The President reiterated his belief that “I could best 
discharge my responsibility in this matter by continuing on the course I had set 
rather than by adopting the public conference approach.” One day later, which 
was yesterday, the Alan Wood Steel Co., a smaller steel producer, announced that 
it was raising the price of steel on an average of $6 a ton effective July 7. 

There is an interesting coincidence here with what happened last year. On 
June 27, 1957, President Eisenhower made a statement which at the time was 
generally interpreted as a plea to the steel industry not to raise its prices. He 
said: 

“Frankly, I believe that boards of directors of business, business organizations, 
should take under the most serious consideration any thought of a price rise and 
should approve it only when they can see that it is absolutely necessary in order 
to continue to get the kind of money they need for the expansion demanded in 
this country.” 

One day later, the United States Steel Corp. announced that it was raising its 
prices by an average of $6 a ton effective July 1. 

I am not quite sure that I understand the nature of the “course” to which 
President Eisenhower refers and to which he indicates his continued adherence. 
I can only say that whatever it is, it did not prevent the steel-price increase in 
1957, and there are now added grounds for believing that it will not prevent a 
price increase in 1958. 

It is, of course, not as yet known whether the major steel producers, particu- 
larly United States Steel, will also raise their prices. In its article on the Alan 
Wood action, the Wall Street Journal quotes an official of one steel company as 
stating that, ‘‘This is purely a trial balloon” (June 26, 1958). 

If the large companies do match the increase by Alan Wood, they will prob- 
ably do so in the name of meeting competition. The reasons why the giant 
United States Steel Corp., with its 40 million tons of ingot capacity would find 
it necessary to raise its prices to the same level as little Alan Wood, with its 
eapacity of only 800,000 tons, may be obscure to the rest of us, but not to the 
steel companies, who have their own peculiar concept of competition. In testi- 
fying before the Subcommittee on Antitrust and Monopoly last year, Mr. Roger 
Blough, chairman of the board of United States Steel, stated that only when 
prices of different producers are identical is there competition. 

Mr. President, how different is the action, or rather lack of action, by President 
Eisenhower from the positive and aggressive action taken by President Roose- 
velt and President Truman when they were confronted with the same general 
problem. The invasion of Poland by the Germans in August 1939 touched off 
growing inflationary pressures in this country which, had President Roosevelt 
not taken firm steps, would have resulted in skyrocketing prices. 

But long before Congress enacted a price-control statute in February 1942, 
President Roosevelt had used the vast powers of the President’s office which, 
coupled with the force of public opinion, was successful in stabilizing the prices 
of most basic industrial commodities, including steel. As a result of the use of 
these voluntary measures, which included informal conferences, public requests, 
publication of the facts on the need for a price increase, and even the establish- 
ment of price ceilings on a voluntary basis, the increase in the price of steel dur- 
ing the 28-month period between August 1939 and February 1942 was limited to 
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only 2 percent as compared to an increase of 103 percent during the comparable 
period of World War I. Again, in 1947 when consumer goods were in short sup- 
ply and gray markets had developed in many commodities, President Truman 
through public appeals and direct conferences with labor and management was 
able to limit the size of the price increases. 

These steps which were taken in the past by both President Roosevelt and 
President Truman can be taken again today by President Eisenhower. But there 
remain only 5 more days before July 1 if he is to act. 


Four Days UNTIL Juty 1 
Remarks to the Senate by Senator Estes Kefauver, Friday, June 27, 1958 


Mr. President, what the steel industry has been doing in recent years is hard 
to reconcile with the spirit of free enterprise. In its efforts to maximize re- 
turns and guarantee itself against losses, it has constantly enlarged its unit 
profits. This is indicated by the following figures of United States Steel Corp. 
on net profits after taxes per ton of steel products shipped: During the 1940’s 
(excluding the war years) United States Steel’s net profits per ton averaged 
$6.78. In 1952 they were $6.80. Thereafter they began a steady and uninter- 
rupted rise, reaching $9.15 by 1954, $14.56 in 1956 and $17.91 in 1957. 

A firm’s total profits—and this is particularly true of steel companies—are 
determined not only by the margin between cost and prices, but also by the 
level of production. Since production fell off for the industry as a whole 
between 1956 and 1957—the operating rate falling from 90 to 84.5 percent of 
capacity—some decline in steel profits was almost inevitable. What is surprising 
is the extent to which they have held up, despite the weakening of the market. 
An extreme example is the case of Jones & Laughlin Steel Corp. which, between 
1956 and 1957, suffered a decline in its percent of capacity operated from 
97 to 88 percent; yet its net profits after taxes actually rose from $45.1 million 
to $45.5 million. Youngstown Sheet & Tube had a decrease in its operating 
rate from 94 to 82 percent; yet its net profits remained virtually unchanged at 
$48.2 million in 1956 and $42.5 million in 1957. United States Steel Corp., it 
happens, had exactly the same operating rate in 1956 as in 1957—85.2 percent; 
yet its profits rose from $348 million in 1956 to $419 million in 1957—an increase 
of 20 percent. Bethlehem Steel Corp. had about the same operating rate in both 
years—91.6 in 1956 and 93.3 in 1957; yet its net profits rose from $161.4 million 
in 1956 to $191.0 million in 1957—an increase of 18.3 percent. 

With profits showing a substantial increase while production remained rela- 
tively unchanged (as was the case of United States Steel and Bethlehem) or 
showing no decline in the face of a decrease in production (as was the case of 
Youngstown and Jones & Laughlin), the inescapable conclusion is that the 
increase in prices has been substantially more than the increase in costs. 

Mr. President, the steel companies have a greater opportunity to make even 
more substantial profits—and I, for one, want to see them prosper—if they would 
follow the system which is the key to free enterprise—that is, ever-increasing 
efficiency, ever-increasing production, and lower unit costs. It is axiomatic that 
companies which reduce their prices but increase production may have lower unit 
costs but through increased production can make greater overall profits. The 
results are good for the consumers, good for the workers, and good for industry 
in general. In other words, this would be a prime example that what is good 
for United States Steel is also good for the country. 

The need for intervention by President Eisenhower to avert a steel price rise 
should be manifest. If, however, he is to act before July 1, there remain only 4 
more days. 














OnE Day UNTIL JULY 1 
Remarks to the Senate by Senator Estes Kefauver, Monday, June 30, 1958 


Mr. President, a week ago last Thursday United States Steel Corp. issued a 
statement to the effect that it was “studying” the question of a price rise. Up to 
that time the fact that steel prices would go up on July 1 had been accepted by 
the business community as simply a foregone conclusion. There has been no 
further indication of what conclusion the corporation has come to as a result of 
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this reappraisal. There are, however, a few straws in the wind and they are 
not reassuring. One small producer, Alan Wood Steel Co., has already announced 
a $6 a ton price increase. Noting a rise in steel securities on the stock market 
during last week, the New York Times on Friday commented, “All the major 
steels showed strength. United States Steel said it had not decided on a July 
price increase. Even so, Wall Street was pretty sure one was in the works” (June 
27, 1958). The Wall Street Journal of today states categorically that “Some 
time during the third quarter, steel prices are going up. It is inevitable, pro- 
ducers say, despite the current stalling” (June 30, 1958). 

If the steel companies raise their prices, they will be doing so at a serious period 
in our national life. There are grounds for believing that the economy hangs 
in a state of balance between a continuation of the recession on the one hand, 
and recovery on the other. Among the favorable factors are the way in which 
retail sales have continued to hold up, the high levels of consumer income, a large 
volume of savings, and the sustained high level of construction activity. 

Among the unfavorable factors are the downward revisions in the forecasts of 
expenditures by business for new plant and equipment, the depressed levels of 
demand for most consumer durable goods, and particularly the uncertainty sur- 
rounding the future prospects of the automobile industry. In its issue of June 
21 Business Week reports pessimisnr among auto dealers concerning prospects 
for the 1959 models. 

Considering the past behavior of the automobile conrpanies and also considering 
the fact that one of them is already in the red and another is making only very 
modest profits, the only reasonable expectation is that a steel price increase will 
be passed on to the consumer in the form of higher prices for automobiles. Such 
an action can hardly be expected to improve the sales prospects for the 1959 
models. Likewise, it will not improve sales prospects for household appliances, 
for machinery and equipment, and for most of the durable goods industries in 
which the recession is centered. 

Mr. President, since June 13 I have been rising every day on the Senate floor 
to address myself to the consequences of a steel price increase at the present 
time. An increase in the price of the Nation’s basic raw material is unfortunate 
at any time. An increase coming at this particular moment, when, in the words 
of yesterday’s New York Times, the economy is in a “critical” period in which 
“the chips will be down,” might be the straw that breaks the camel’s back. 

Mr. President, tomorrow may come and go with no announcement of a price 
advance. To draw comfort from that fact, however, may prove to be wishful 
thinking. The absence of a price increase on July 1 does not mean that one 
cannot come on any day thereafter. The steel companies might for one reason 
or another wish to postpone their action for a few weeks—perhaps until the 
Congress is no longer in session. Instead of an outright increase in the base 
prices, the steel companies might seek to accomplish the same objective by 
indirect means such as revising upward the “extra” charges, changing product 
classifications, etc. They might make the advance on a staggered basis, with one 
product quietly increased one day, another the next and so on. 

3ut no matter when it is done or how it is done, the effect will be the same. If 
the steel companies do raise their priecs, they will have to bear the responsibility 
for their action at a critical period in our national life. 

Mr. President, since June 13 I have been urging President Eisenhower to take 
steps to avert any steel price increase. Obviously, nothing further can be done 
because only 1 day remains before July 1. Regardless of what does or does not 
take place tomorrow, I still urge the President to take positive action as quickly 
as possible to prevent any impending increase. 


Topay Is Juty 1 
(Remarks to the Senate by Senator Estes Kefauver, Tuesday, July 1, 1958) 


Mr. President, today is July 1. Today the provisions of the third year of the 
contract between the United Steelworkers and the steel companies go into effect. 
Thus far the major steel companies have not put into effect any price advance, 
for which they are certainly to be commended. Each day that they do not 
increase the price saves the direct buyers of steel in the neighborhood of $1 
million, and because a price rise in steel tends to be pyramided, the saving, by 
the time it reaches the ultimate consumer, is several times this figure. Of 
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course, the price may be advanced at any time, but each day that it remains stable 
represents a contribution to the economy. u 

It is the position of the United Steelworkers, of course, that the wage increase 
merely reflects the gain in labor productivity and therefore should not occasion 
any increase in price nor require any “absorption” out of profits by the compa- 
nies. In a speech delivered on June 27, David J. McDonald, president of the 
United Steelworkers of America, stated, “When workers receive a 4 percent 
increase in hourly wage rates for producing 4 percent more steel each hour, there 
is no increase at all in the employer’s labor cost. Any price increase under such 
circumstances is solely to increase profit margins and total profits,” 

The latest figures from the Bureau of Labor Statistics show that average 
hourly earnings in the steel industry are $2.77 an hour. This excludes certain 
fringe benefits such as pensions, paid vacations, etc. which, if included, would 
raise the total employment cost to about $3 an hour. Multiplying $3 by the 
union’s estimate of a long-term productivity increase of 4 percent a year yields a 
figure of 12 cents an hour. This is approximately the Same as the union’s esti- 
mate of the total cost of the increase in wages and fringe benefits this year 

(excluding a cost-of-living adjustment) of 11.9 cents an hour. 

Needless to say, the steel companies do not accept the union’s figures. In 
hearings last year before this subcommittee the United States Steel Corp. put 
into the record a statement concerning productivity trends within the corpora- 
tion. According to this statement, productivity of United States Steel has not 
risen at an annual rate of 4 percent a year, but at the considerably lower rate 
of 2.9 percent. However, this was for the period 1950-56. United States Steel 
itself has conceded that because of the steel strike 1956 is not a representative 
year for this type of estimate. The United States Steel Corp. figures show that 
between 1950 and 1955 productivity rose at an average annual rate of 3.5 percent. 
Multiplying this estimate by the average hourly earnings figures of $3 yields 
10.5 cents as the amount by which wages could be increased without exceed- 
ing the gain in productivity. This, it will be noted, is only fractionally below 
the union's estimate of the cost of the current wage increase. 

Again it should be emphasized that these figures exclude the 4-cents-an-hour 
cost-of-living adjustment. But here the rationale is not increased productivity, 
but the need to compensate for the increase in living costs and prevent a deteriora- 
tion in the purchasing power of the steelworker’s dollar. Were the cost of living 
not to rise, the need for this increase would cease to exist, and under the terms 
of the contract there would be no increase. 

On their part, according to the press, the companies put the cost of the wage 
increase in the neighborhood of 20 to 24 cents an hour. This is about the same 
as the estimates presented by the companies last year when the wage increase 
was about the same magnitude as it is today. It is not necessary to accept the 
union’s figures in order to conclude that any estimate of 20 to 24 cents an hour 
appears excessive. Between 1956 and 1957 United States Steel Corp.’s profits 
(after taxes) per ton of steel shipped rose from $14.56 to $17.91—the highest level 
in history. The heart of United States Steel’s position before the subcommittee 
last year was that the price increase of $6 a ton was necessary in order to cover 
higher costs. But if this were true—if the increase in price were no more than 
the increase in costs—profits per ton could not have risen as they did. Of course, 
any increases or decreases in the costs of production, such as reduced scrap prices, 
should be taken into consideration. 

Mr. President, in presenting these figures I am not trying to arrive at a precise 
determination of the effect of the increase in wages on unit costs and prices. To 
do this would require access to the companies’ cost figures, which they refuse to 
grant to the subcommittee. What I have tried to do is to narrow the range 
within which there is still room for honest and sober differences of opinion. 

Mr. President, my effort today, as it has been every day since June 13, is to 
bring to the attention of the Congress, the public, and the administration certain 
salient facts concerning a price increase in steel which, until a short time ago, 
it was fully anticipated, would be made effective today, and which, it is now 
reported in the trade press, will be put off for several weeks, perhaps until 
September. 

It has been my hope that, armed with these facts as well as others which 
it is in a position to obtain, the administration would act on my suggestion 
and call a conference of labor and management to consider a voiuntary long- 
range price-wage program which would give effect to the interests of labor, 
management, and the public. Both labor and management have left the door 
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open for such an effort. Indeed Mr. McDonald has himself urged the creation 
of a top-level committee from industry and labor to consider among other 
problems the important issue of inflation. 

In the greater interest of economic recovery and larger employment in the 
steel industry, the United Steelworkers might be willing to make some con- 
ecessions. They might be willing to waive or defer some benefits if requested 
by the President. I would hope that in the interest of holding the price line 
they would see the long-range advantage of doing so. Who knows what they 
might be willing to do unless an effort is made by the President in this matter? 

But thus far the administration has not taken effective action. It is pos- 
sible, of course, that the efforts which I have urged upon the administration 
might prove to be unsuccessful. But this is something which cannot be known 
unless the suggestion is tried. I shall continue to urge this course of action 
in the hope that the administration will change its mind and decide to act 
affirmatively in the public interest. 


TEXT OF STATEMENT ISSUED ON JUNE 19, 1958, By CrirForD F. Hoop, PRESIDENT, 
UNITED STATES STEEL CorP. 


The terms of our existing 3-year labor contract, which is similar to the labor 
contracts of other steel producers, provide for another substantial employment 
cost increase to United States Steel on July 1, 1958. This new cost increase 
is about 5144 percent—or more than 20 cents an hour. We have already incurred, 
without a price change, an additional 5 cents an hour so-called cost-of-living 
increase on January 1 of this year. 

Since July 1 of last year when steel prices were increased, additional cost 
increases have been incurred—for example, State and local taxes, transporta- 
tion costs, and the cost of certain purchased goods and services. 

It must be obvious to anyone that the matter of price adjustment would not 
even come up under present economic circumstances if it were not for the very 
substantial employment cost increase we now face. 

United States Steel is constantly attempting to achieve economies in operation 
by emphasis on efficiency and technology. These new employment and other 
cost increases, however, cannot possibly be offset by these economies nor by 
any other foreseeable factors of increased productivity. 

Some degree of relief through higher sales prices must therefore be given 
the serious consideration which it deserves. While costs are a major factor 
in any price determination, they are only one among many. 

Any adjustment of sales prices can only be made in the light of all known 
commercial and economic factors, including competitive conditions in the steel 
industry, competition with other materials, underlying customer product demand, 
and economic climate and outlook, together with other factors. 

United States Steel is continuing its study of all of these factors. The only 
point we have reached to date is not to attempt to change our prices until the 
situation clarifies itself. 


Press RELEASE OF FRIDAY, JUNE 20, 1958 


Senator Estes Kefauver (Democrat, of Tennessee) today released telegrams 
sent simultaneously to President Eisenhower, Mr. Roger M. Blough, chairman 
of the board of United States Steel Corp., and Mr. David McDonald, president 
of United Steelworkers of America, AFL-CIO, calling for cooperation to avert 
an increase in the price of steel expected on July 1. 

Since June 13, the Tennessee Senator has been making daily statements to 
the Senate warning that a steel price rise, if it goes into effect, will depress 
the economy further, lower production, and add to unemployment. He has 
asked the President to use his good offices to call together industry and labor 
leaders in order to work out an acceptable hold-the-line price-wage program. 

“Time is running out for the President to act,” Senator Kefauver stated. 
“Only 11 days remain until July 1.” 
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The text of the three telegrams follow : 


JUNE 20, 1958. 
The PRESIDENT OF THE UNITED STATES, 


The White House, 
Washington, D.C. 


DeaR Mr. PRESIDENT: Today newspapers report an announcement by the 
United States Steel Corp. which fails to quiet insistent rumors of an expected 
steel price increase by July 1. In my opinion, such increase would be disastrous 
to both our national security and public welfare. A rise in steel prices at this 
time could set off another round of inflation, lower production, and higher 
unemployment. 

I again urge you to use the full powers of your office in order to prevent 
this disastrous occurrence. I am confident that if you would bring together 
the leaders of the steel industry and the United Steelworkers of America, a 
realistic hold-the-line price-wage program could be developed. 

As time is running out, may I urge that you consider immediate action in 
this matter. 

Very respectfully yours, 
Estes KEFAUVER, 
Chairman, Senate Antitrust and Monopoly Subcommittee. 


JUNE 20, 1958. 
Mr. Rocer M. BLoueHu, 
Chairman of the Board, United States Steel Corp., 
71 Broadway, New York, N.Y. 


Your company’s statement yesterday did not quiet the insistent rumors of an 
impending general steel price increase on July 1. I notice by the press that your 
statement was not generally understood. Would you please consider the issuance 
of a clarification of this statement. In the interest of national security and the 
public welfare, your aid is solicited in preventing the steel price increase expected 
in 2 weeks. No matter which steel company is the first to announce a price 
increase, the others generally follow in a pattern uncovered by our subcommittee 
hearings last fall. As the dominant company in the industry, your responsibility 
for the increase will not be lessened even if another company takes the first step 
which you promptly follow. 

A price increase at this time could prove disastrous by precipitating another 
round of inflation, decreased production, and further unemployment. I have 
today again called upon President Eisenhower to use his offices to bring together 
the leaders of the steel industry and the United Steelworkers of America, in 
order to work out a price-wage stabilization program which would prevent a 
price increase in steel at this time. 

Sincerely, 
ESTES KEFAUVER, 
Chairman, Senate Antitrust and Monopoly Subcommittee. 


JUNE 20, 1958. 
Mr. Davip McDONALD, 
President, United Steelworkers of America (AFL-CIO), 
1500 Commonwealth Building, Pittsburgh, Pa. 

According to persistent reports within the steel industry, a general increase 
in the price of steel from $4 to $6 per ton is expected by July 1. These reports 
insist that such increases are absolutely necessary because of existing labor 
contract wage increases due on July 1. Regardless of its cause, a general steel 
price increase at this time would be disastrous. It would precipitate another 
round of inflation, decreased production, and further unemployment. I have 
today urged President Eisenhower to use his offices for the purpose of bringing 
together the leaders of the steel industry and labor in order to work cut a hold- 
the-line wage-price program. 

If invited, would you be willing to meet with the President and leaders of the 
steel industry in order to discuss this most important question? 

Sincerely, 
ESTES KEFAUVER, 
Chairman, Senate Antitrust and Monopoly Subcommittee. 
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MEMORANDUM OF THURSDAY, JUNE 26, 1958 


Attached are copies of telegrams received from Roger Blough, chairman of 
the board of United States Steel Corp., and David McDonald, president of 
United Steelworkers of America, in reply to a telegram from Senator Estes 
Kefauver, chairman of the Subcommittee on Antitrust and Monopoly. Senator 
Kefauver proposed meetings between steel and labor heads and the President 
in an effort to avert a steel price increase. The reply of the President is also 
attached. 


New York, N. Y., June 24. 
Hon. Estes KEFAUVER, | 
United States Senate, 
Washington, D.C.: 


Answering your wire we believe Mr. Hood’s statement of June 19 amply 
explains our position. It sets forth major cost problem occasioned by wage 
increases, also economic and competitive factors affecting adjustments of 
sales prices and our immediate conclusion to date not to attempt to change our 
prices until situation is clarified, the timing of which we cannot forecast. 


RoGeR BLouGH, 
United States Steel Corp. 


PITTSBURGH, PA. 
Hon. Estes KEFAUVER, 
Senate Office Building, 
Washington, D. C.: 

In accordance with your request of this date concerning the wage increases due 
under our steel wage agreements on July 1, the details of the increase are as 
follows: An average 9-cent wage increase plus a further 3-cent cost arising from 
certain improved fringe benefits (Sunday and holiday work premiums and shift 
differentials). The steel agreements also provide for the recovery of the loss in 
purchasing power suffered over the past 6 months because of the rise in con- 
sumer’s prices. These prices have risen by enough to require a 4-cent wage 
adjustment. 

Even after these increases become effective, employed steelworkers, because 
of short workweeks, will earn less in “real’’ weekly pay than they did a year 
ago. These 1958 wage adjustments have been fully earned by our members 
through increased productivity. The average annual growth in output per 
man-hour in the past decade has been large enough to offset completely the rise 
in hourly wage rates. 

The investigations of your committee itself showed that the cost of last year’s 
steel wage increase was more than offset by the decrease in scrap costs alone, 
yet, the industry ignored this cost saving and the productivity increase and raised 
prices by more than twice as much as the alleged increase in labor costs. 

Both because of increased productivity and lower material costs no increase 
in steel prices should have been made last year, and none are required now. 
I share with you your concern over rising steel prices and their impact on the 
economy. As you know, several months ago I urged the creation by the 
President of a top-level committee from industry and labor to 
problems, including inflationary pricing, besetting our economy. I 
the opinion that this approach has great merit. 


consider the 


am still of 


Davin J. MCDONALD, 
President, United Steelworkers of America. 


THE WHITE House, 


Washington, June 24, 1958. 
The Honorable Estes KEFAUVER, 


United States Senate, 
Washington, D. C 


DEAR SENATOR KEFAUVER: I want to acknowledge your telegram of June 20th 
renewing your suggestion that I convene a meeting of the leaders of manage- 
ment and labor in the steel industry for the purpose of developing a wage- 
price program. I appreciate having this restatement of your views as to the 
best approach to this important problem. 
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After reading your telegram I carefully reviewed your letter of May 22d 
concerning this matter as well as my reply of June 3d. In that reply I set 
forth my deep concern about the wage-price problem as it relates to healthy 
economic growth, a conviction which I have privately and publicly expressed 
on many occasions in recent years. I also expressed to you my belief that I 
could best discharge my responsibility in this matter by continuing on the course 
I had set rather than by adopting the public-conference approach. After re- 
viewing my thoughts on the basis of your telegram, I remain of that conviction. 

A sensible wage-price policy is vital to our future economic health. It is im- 
portant that management and labor, in steel and in other industries, understand 
their own long-run interests in such a policy. It is necessary that each of the 
rest of us, in the way he believes best, help along in achieving this goal. 

With kind regard, 

Sincerely, 
DwieuTt D. EISENHOWER. 


W. L. LirLe CorrREsSPONDENCE 


Bucyrvus-ErieE Co., 
GENERAL OFFICE, 
South Milwaukee, Wis., June 16, 1958. 
Hon. Estes KEFAUVER, 
United States Senate, 
Washington, D. C. 

DraAR SENATOR KEFAUVER: In view of your proposal for public conferences 
between steel industry, and labor leaders, and Government representatives, 
aimed at averting steel price advances at midyear, I thought you might like to 
read a letter I addressed to the President; a reply from Secretary of Labor 
Mitchell, and my answer to him. Copies of these three letters are attached. 

Very sincerely, 
W. L. LITLE, Chairman. 


APRIL 22, 1958. 
THE PRESIDENT, 
THe Wuite Howse, 
Washington, D.C. 

My Dear Mr. PrestpeNt: I am the chief executive officer of one of the 400 
largest industrial corporations in the United States. Our company is the fore- 
most manufacturer of power cranes and excavators in the world. Export busi- 
ness comprises about 25 percent of our total shipments. 

Inflation has been a matter of concern to us for years and we have continually 
stressed its danger in our annual reports. 

We believe that unless the wage-price spiral, which has been permitted to run 
rampant for years, is stopped promptly, the United States is headed for serious 
trouble. We, together with other manufacturers, are already pricing ourselves 
out of world markets and, if the wage-price spiral is to be accepted as a way of 
life in the United States, the only course left to us is to build plants in foreign 
countries. Manifestly, that would have the effect of reducing domestic em- 
ployment. 

We believe that there is a way for you to stop the vicious wage-price spiral. 
If you would call Mr. Meany, Mr. Reuther, Mr. MacDonald, and Mr. Carey to 
your office and obtain from them a firm commitment that their unions would 
forego wage and fringe benefit increases for at least 1 year in the case of any 
employer who agreed to reduce the prices of his products by 3 percent, there 
would be a good chance that depression could be avoided and inflation arrested. 

Mr. Reuther has made unconscionable demands on the automobile manufac- 
turers, and many of us who deal with the United Steelworkers of America are 
faced with equally unrealistic increases in wage costs a little later in the year. 
The time is not right for price increases and, therefore, the profit squeeze will 
be intensified. The effect of all that is going on is likely to have more serious 
impact on Government revenue than you may think. For 1957, our company 
will pay $6,168,000 in Federal income tax. For 1958, it will be only a small 
fraction of that amount, if any. 


22805—59— pt. & S 
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Deficit spending and tax reduction cannot be effective in solving the country’s 
problem unless they are tied in with positive measures to stop the wage-price 
spiral. You will do well to give most careful consideration to every word Mr. 
Baruch said in his statement before the Senate Finance Committee on April 1. 

Sincerely, 


W. L. Litte, Chairman. 


UnitTep STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., May 14, 1958. 
Mr. WritraM L. LITLE, 


Chairman of the Board, 
Bucyrus-Erie Co., South Milwaukee, Wis. 


Dear Mr. Lirte: The President has asked me to acknowledge your letter of 
April 22, and to thank you for sending him your suggestions concerning the 
handling of major wage and price movements in the current period. 

I truly appreciate the deep concern which motivates your suggestions, and 
the constructive form which they take. I have given them careful study. Asa 
leader of American industry, you will recognize the many difficulties that would 
confront such an undertaking by the Government. The Government, out of deep 
respect for our system of free enterprise, would, I am sure, be reluctant to take 
steps that could amount to intervention in an area of private labor and manage- 
ment responsibilities. Even were the Government to embark upon a program 
of the kind you suggest, difficulties and delays would be encountered in arranging 
for appropriate attendance and in studying the wage-price relationships that 
might properly be subject to consideration at such meetings. Serious questions 
would, of course, arise as to the appropriateness of any one formula for all 
situations, the manner in which price reductions might be measured or insured, 
and the responsibilities of the parties as well as the Government in the matter 
of prices. 

Under all of these circumstances, I am of the view that the most appropriate 
means of exploring the proposal you have made would be through direct explora- 
tions between management and labor. 

Sincerely yours, 
JAMES D. MITCHELL, 
Secretary of Labor. 


May 16, 1958. 
Hon. JAMES D. MITCHELL, 


United States Department of Labor, 
Washington, D.C. 


My Dear Mr. Secretary: You wrote a very nice letter in reply to mine of April 
22 to the President, but really it was nothing but a polite brushoff. I had every 
right to expect a reply from the President himself. 

My immediate observation was that you are not aware that the United States 
is in depression. 

For years the Russians have relied on economic chaos in our country to 
accomplish their ends and this Republican administration is doing its best to 
help them. Sooner or later you will be driven to advocating wage and price 
controls to stop the inflationary spiral. That will not be good for anyone. 

My question to you is this. How can you reasonably expect we Republican 
businessmen to support this administration? 

Sincerely, 
W. L. Litrye, Chairman. 


ALAN Woop But UNITED STATES STEEL WOULDN’T 


Statement to the Senate by Senator Estes Kefauver, Wednesday, July 9, 1958 


Mr. PRESIDENT: Day before yesterday, the Alan Wood Steel Co. announced 
that it had canceled a price increase averaging $6 per ton which was to have 
taken effect on July 7; 10 days earlier this company, the 23d ranking United 
States producer, had said that it planned to increase prices on July 7. In an- 
nouncing the withdrawal of the price increase, Harleston Wood, president of 
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Alan Wood, stated: “We are disappointed that the big mills have not increased 
their prices. We have no alternative but to stay competitive with their prices” 
(Wall Street Journal, July 8, 1958). Perhaps, in one sense, Alan Wood should 
be complimented for not going through with its increase, but it is difficult to see 
how it had any alternative unless it could find customers who were willing to 
pay $6 per ton more than was charged by the rest of the industry. As its 
president acknowledges, Alan Wood was forced to abandon the increase “to stay 
competitive.” 

This raises a question of why at least one of the major producers might not 
raise its price if, as, and when the large companies do institute a price advance. 
It would, at least for a time, secure an increased volume of orders for the very 
same reasons that impelled Alan Wood to withdraw its increase. This would 
be a sign of true competition in the industry. 

What will the future trend of steel prices actually be? In the address which I 
gave on this general subject on June 30, I stated: 

“The steel companies might for one reason or another wish to postpone their 
action for a few weeks—perhaps until the Congress is no longer in session. In- 
stead of an outright increase in the base prices, the steel companies might seek 
to accomplish the same objective by indirect means such as revising upward the 
‘extra’ charges, changing product classifications, etc. They might make the 
advance on a staggered basis, with one product quietly increased one day, another 
the next, and so on.” 

In its issue of July 3, the trade journal Iron Age—generally regarded as an 
authoritative source of information on the steel industry—states that steel prices 
will be raised, that the increase will take place in August, that the advance will 
average out to about $5.50 per ton, and that the price boost will be on a “selective” 
basis. The journal states: “Not all steel products will be affected at the outset. 
It is even possible that United States Steel will follow, rather than lead, in 
establishing new prices on some products.” 

I cannot help but note that most predictions place the date of congressional 
adjournment as some time in August. I hope the steel companies, however, are 
not operating on the assumption that it would be safer to make a price increase 
after Congress has adjourned. 

The idea that United States Steel may be a price follower instead of a leader 
is itself an interesting prospect. I, for one, would want to know why it would be 
necessary for United States Steel to raise its prices to meet the competition of a 
smaller producer. The basis for selecting the products on which price increases 
will be made, and the effect of such increases on their users, should also be a 
matter of general interest. 

But while the prediction of Iron Age may turn out to be correct, and prices 
are to be raised, at least we can take some comfort from the fact that the failure 
of the steel companies to raise their prices on July 1, as had previously been 
generally expected, has thus far saved the direct buyers of steel some $9 million 
and the savings to the ultimate consumers have been several times this figure. 
Certainly, the steel companies are to be commended for their forbearance thus 
far, and we can only hope that it will continue. 


ARMCO AND REPUBLIC RAISE STEEL PRICES: WILL UNITED STATES STEEL? 
Remarks to the Senate by Senator Estes Kefauver, Wednesday, July 30, 1958 


Mr. President, according to the morning papers, Armco Steel Corp., the Na- 
tion’s seventh largest steel producer, announced that it is raising its price, 
effective tomorrow, by an average of about $4.50 a ton on hot- and cold-rolled 
carbon steel, sheet and strip. It is reported that Republic Steel Corp., the 
Nation’s third largest steel producer, also plans to increase its price. 

The critical question, of course, is whether United States Steel will also raise 
its price. A month ago Board Chairman Charles M. White, of Republic Steel, 
said, “If we did (raise prices before Big Steel acted) we couldn’t sell any 
steel.” Yesterday, in issuing its financial report for the second quarter, Mr. 
Roger M. Blough, chairman of the board of United States Steel Corp., is reported 
to have said, in connection with steel prices, “We haven’t anything in mind at 
this time.” Whether these announcements by Armco and Republic prove to be 
anything more than trial balloons to be hastily hauled down, as was the case 
of Alan Wood’s similar announcement of 3 weeks ago, depends, of course, on 
what United States Steel will do. 
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Last year, when the steel companies raised their prices by an average of $6 
a ton, the cost to the direct buyers of steel was approximately $540 million. 
Of course, by the time it had passed through the successive states of processing 
and distribution and reached the ultimate consumer, the increase was undoubt- 
edly several times this amount. If the $4.50 increase announced by Armco is 
adopted by United States Steel and the entire industry, the cost to the direct 
buyers of steel, allowing for the difference in the level of steel production, will 
be in the vicinity of $285 million. This is a sizable toll to be exacted from steel 
buyers at any time, and particularly in a period of generally depressed economic 
conditions. 

In justification for their action, the steel companies, of course, take the posi- 
tion that a price increase is needed in order to offset the increase in costs rising 
from the wage increases granted under the third year of the contract with the 
United Steelworkers of America. In previous speeches on this subject, I have 
pointed out that most of the wage increase would be offset by the long-run 
increase in labor productivity. Moreover, as early as May 22, I had expressed 
the hope that, in order to forestall a steel price increase, the President would 
eall a conference of representatives of industry and labor to work out a wage- 
price program. Mr. McDonald, the president of the steelworkers union, indi- 
cated a willingness to join in such a conference for this purpose. Mr. Blough, 
of United States Steel, did not decline to participate. President Eisenhower 
declined to take action, stating that he preferred to discharge his ‘“responsi- 
bility in the matter by continuing on the course I have set * * *.” If this steel 
price increase sticks, it will be obvious that that course, whatever it is, has 
proved to be singularly ineffective. 

More light on the need of the steel companies for the price increase can be 
gained by examining their profit figures. As has been brought out before the 
Subcommittee on Antitrust and Monopoly, profit rates in the steel industry vary 
considerably with the level of production. Since steel production has fallen 
substantially during the current recession, it is only to be expected that profit 
rates would also decline. The question, however, is whether they have declined 
to such a level as to make necessary a further price increase, particularly when 
it is considered that an additional steel price advance would undoubtedly lead 
to a further reduction in steel demand and, thus, steel production. For the 
first half of 1958 (adjusted to an annual basis), the rate of return on stockhold- 
ers’ equity after taxes for Republic Steel Corp. was 6.8 percent. Although sec- 
ond-quarter figures for Armco apparently are not yet available, its rate of return 
for the first quarter of 1958, adjusted to an annual basis, was 7.2 percent. In 
1924, 1925, and 1927, the profit rate for the steel industry as a whole was in 
the neighborhood of 7 percent. Each of these years was considered reason- 
ably satisfactory for the steel industry, and in none did the steel industry 
regard its profit as so unsatisfactory as to require a price increase. Indeed, 
throughout this period, steel prices underwent a steady decline. Again in 1937, 
the most prosperous year of the thirties and also considered to be a good year 
for the steel industry, the industry’s profit rate was only 7.2 percent. 

Now, what of United States Steel? For the first half of 1958 its profit rate 
after taxes on stockholders’ investment is 9 percent, on an annual basis. This 
is about the same level as it enjoyed in such good years in the past as 1924, 1925, 
1928, 1949, and 1954. The one great difference, however, is that, in order to attain 
a profit rate of around 9 percent in those past years United States Steel had to 
achieve a rate of production of between 75 and 85 percent of capacity. Now it 
achieves the same profit rate with an operating rate in the first half of this year 
of only 54 percent. In other words, United States Steel Corp., and, to a lesser 
extent, the industry as a whole, can make the same rate of profits today as in 
the past with a much lower rate of capacity utilization. That profit rates in steel 
have fallen from the halcyon days of 1955, 1956, and 1957 is conceded. That they 
have fallen to such a level as to require a price increase is, to put it mildly, 
dubious. 

The most important aspect of the steel price increase is, of course, the effect 
upon the economy as a whole. For nearly a year the Nation has been experienc- 
ing a recession. In recent weeks there has been some evidence that the down- 
ward trend might be leveling off. The most important factor in determining 
whether the recession will continue is the level of consumer buying. If the buying 
public increases its real consumption of goods and services, particularly durable 
goods, the days of the recession may well be numbered. If, however 
not happen, we can only expect a continuation of the economic decline. 


. this does 
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The most authoritative and accurate indicator of what consumers are planning 
to do consists of surveys of consumer anticipations conducted by the Survey 
Research Center of the University of Michigan. Recently, the center completed 
its survey for the month of June of this year. Reporting on the results of this 
survey, the journal, Business Week, in its issue of July 19, reports that the index 
of consumer confidence, after dropping sharply in 1957, has leveled off during 
the last 6 months. Its future direction is reported to be largely dependent upon 
what happens to prices. According to Business Week : 

“Researchers wound up this survey with one positive conviction. Today’s con- 
sumer is holding back from buying because he feels pinched, not because he is 
fed to the teeth with goods. 

*” 3K * o * * & 


“What happens to prices in the next months promises to be crucial. Consumers 
expressed far less concern about inflation than they felt a year ago. They are 
convinced that, in a period of oversupply, prices must go down. The consumer is 
not dead on his feet. But if he doesn’t like what the months ahead offer him he 
is likely to keep sitting on his hands.” 

Because it will be reflected, in one way or the other, in higher prices of nearly 
everything that he buys—from automobiles and appliances to food and housing— 
nothing could contribute more to the consumer “sitting on his hands” than a price 
increase in steel. This is a delicate period in the economic history of the country. 
According to the director of the Survey Research Center, Dr. George Katona, 
whatever confidence the consumer is beginning to feel about better times ahead 
is a “frail blossom.” If consumers are confronted with even higher prices at a 
time when, in their belief, prices should be heading down because of oversupply, 
the frail blossom will never bloom and the economy will resume its downward 
course. 

These are some of the considerations which I most earnestly hope the United 
States Steel Corp. will take into account before deciding whether it wishes to 
follow the unfortunate example set by Armco and Republic. 


TELEGRAM TO THE PRESIDENT 
JULY 31, 1958. 
Hion. Dwieut D. EISENHOWER, 
President of the United States, 
Washington, D. C.: 

On May 22, I wrote you proposing that you institute a voluntary price-wage 
program. In that letter I recounted the success with which such programs had 
been used in the past, particularly in the 28 months between the invasion of 
Poland in September 1939 and passage of the Price Control Act in February 
1942, 

In that letter, I urged you to call to Washington representatives of both 
industry and labor to work out such a voluntary program. 

I was particularly concerned with the possibility that the steel companies 
might raise their prices this summer, even though they were operating far below 
capacity and the Nation was experiencing an economic recession. 

Today, United States Steel Corp. followed lead set yesterday by other steel 
producers and announced it would institute increase in price of about $4.25 per 
ton, or 3 percent, effective tomorrow. 

The prospect I feared has, thus, become reality. The increase in the price of 
steel will have the effect of touching off another round of inflation with, perhaps, 
serious consequences upon the economy, which at the moment seems to be hover- 
ing between a resurgence of economic growth and a resumption of the recession. 
The new inflationary spiral resulting from the steel price increase may well have 
the effect of tilting the balance toward recession. 

Once again, before these price increases have become frozen into the Nation’s 
price structure, I urge you to exert the full power of your great office to persuade 
the steel companies to rescind this latest and most unfortunate price action. 
Mr. McDonald, president of the United Steelworkers of America indicated in 
a telegram to me that he would be willing to participate in a conference directed 
toward developing a price-wage program. Mr. Roger Blough, chairman of the 
board of United States Steel, did not decline to participate. It may still not be 
too late, if action is taken immediately. 

Respectfully yours, 


ESTES KEFAUVER. 
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SENATOR KEFAUVER, AT DIRECTION OF ANTITRUST SUBCOMMITTEE, SENDS LETTER TO 
PRESIDENT URGING APPEAL TO STEEL COMPANIES AND LABOR-INDUSTRY CON- 
FERENCE, Monpay, AucustT 4, 1958 


Senator Estes Kefauver, chairman of the Senate Antitrust and Monopoly 
Subcommittee, today released the text of a letter, dated August 2, which the 
Senator sent to President Eisenhower at the direction of the subcommittee. 

The letter follows: 

AUGUST 2, 1958. 
Hon. DwicutT D. EISENHOWER, 
The President, The White House. 


DEAR Mr. PRESIDENT: At the direction of the Senate Subcommittee on Antitrust 
and Monopoly, I, as chairman, wish to express our grave concern over the recent 
increases in steel prices and the continuing inflation that might result. 

The cost of the increase to direct steel buyers will be at least $285 million. 
By the time it reaches the ultimate consumer it will be several times this 
amount as the price increase is pyramided through successive stages of processors 
and distributors. 

As you so well know, the injurious consequences will be multifold. With the 
same dollar income, consumers will be able to buy fewer goods. This will mean 
reduced production and employment not only in the consumer-goods industries 
but also in the basic supplying industries, including of course steel itself. Coming 
at this particular time when the economy is in a delicate state of balance between 
recovery and recession, the steel price increase is particularly unfortunate. 

For steel-using industries, as well as for steel itself, it may well mean a loss 
of important foreign markets. It should be noted that on the very day that the 
steel price increases were announced in this country, British steel firms lowered 
the price of stainless steel. 

The increase in the cost of living which will inevitably stem from higher 
steel prices will cut into the value of savings, pensions, and insurance, and in 
the case of many older, retired citizens help to create conditions of genuine 
personal hardship. 

Finally, the cost of Government will rise as the increase in steel prices is 
reflected in higher prices of a vast array of products using or containing steel 
purchased by the Government—from ships to canned foods. The result, of 
course, will tend to be higher taxes or a further increase in the national debt. 

As of this moment, the United States Steel Corp. has not as yet indicated 
whether it is going to extend the price increase to steel products other than 
sheets and strip. An immediate appeal by you might induce the company to 
restrict the price advance to the products on which it has already been made 
effective. We urge you to take this action. 

We also urge you to call a conference of representatives of industry and 
labor to formulate a wage-price program to arrest what appears to he develop- 
ing into a permanent inflationary trend, which continues unabated regardless 
of whether the economy is in a state of prosperity or recession. Important as 
are the interests of both industry and labor, they are secondary to the public 
interest. We urge you to take the stronges possible action to give the public 
interest the protection which it must have for the future welfare of our 
country. 

Respectfully yours, 
Estes KEFAUVER, 
United States Senator, 
Chairman, Subcommittee on Antitrust and Monopoly. 


[Wall Street Journal, May 22, 1958] 


Armoo Steet Says It Writ Try To Hike Prices AFrrer Jury 1 Pay RIseE: 
ReEPuBLIC INDICATES IT Expects Boost—OTHER PRODUCERS AT INDUSTRY MEET- 
ING ARE NONCOMMITTAL ON PRICING PLANS 


By a Wall Street Journal staff reporter 


New YorxK.—At least 1 of the top 10 steelmakers, Armco Steel Corp., stated 
flatly it will attempt to raise prices when steel workers’ wages go up July 1. 

And the third largest producer, Republic Steel Corp., indicated strongly it 
expects a price rise in the wake of the pay hike, too. Neither company specified 
the size of the boost. 
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Interviewed at the annual gathering of the American Iron and Steel Institute, 
R. L. Gray, Armco president, said Armco will “have to raise prices when wages 
go up, regardless of what others do.” He added that of course if a competing 
concern failed to raise prices, Armco would in turn have to readjust its tags. 

Charles M. White, Republic Steel chairman, stated: “Wages of course are 
going up in July, and prices are going to do like they always do.” 

The AFL-CIO Steelworkers Union is due to get the third installment of 
increased pay and other benefits July 1 under its current 3-year contracts with 
steel producers. The companies calculate the boost will equal at least 20 cents 
an hour in wage costs. 

Last year, when steel wages advanced automatically under the contract, steel 
prices rose an average $6 a ton. 

Other than Mr. Gray and Mr. White, however, steel company executives inter- 
viewed at the session were noncommital on their pricing plans. 


FEW DECISIONS YET 


They said a price hike is needed, but they generally reported their companies 
hadn’t decided yet whether to boost tags. The steel union has said that it has 
been approached informally to forgo the pay rise this year, and has rejected 
such ideas. And any price rise will come in an atmosphere of sharp competi- 
tion and substantial layoffs and production cuts in the steel industry, although 
output and employment have been edging up in recent weeks. 

Production this week is slated for its fourth straight week-to-week rise—to 
54.9 percent of rated 1958 capacity, the highest pace since January. 

Some of the producers yesterday figured prices would have to be raised $11 a 
ton to offset completely the coming pay increase, plus its side effects. Steel 
companies have asserted in the past, however, that the price hikes actually 
put in effect did not fully compensate for wage increases. Unofficial estimates 
are that any price boost this year, if it comes, would be considerably below $11. 

Steel executives at the meeting yesterday generally confirmed recent reports 
that steel production and demand for the metal are turning upward. They 
cautioned that seasonal factors, such as customers’ vacations, in the summer 
may temper the rise for a while, but practically all of them said orders and 
operations are edging up now. 

Among the dissenters: Youngstown Sheet & Tube Co., whose chairman, 
J. L. Mauthe, said “any material upturn” may be months away. 


EXECUTIVES’ COMMENTS 


Here’s what the executives had to say: 

United States Steel Corp.: Roger M. Blough, chairman, said steel demand in 
May will “definitely” top April, “which may have represented the low point.” 
June, he said, will also top April, and will “probably be better than May.” 
He noted only a few weeks ago United States Steel and the industry were 
operating below 50 percent of capacity—roughly 47 to 48 percent—while cur- 
rently the industry and the company are running in the low fifties. 

“We haven’t concluded anything on prices,’ said the head of the Nation’s 
largest producer. He added he had “no idea what other steel companies may 
have concluded on this question.” 

Bethlehem Steel Corp.: “Orders are coming in a little better now,” said 
Arthur B. Homer, president. He conceded “much depends on what the auto 
industry does,” and added: ‘“We’re not getting much of anything from the auto 
industry now.” Mr. Homer cautioned he wasn’t “speculating” on price changes. 
He noted, however, he stated recently Bethlehem “could not afford to absorb the 
wage rise” scheduled for July 1. 

Bethlehem is currently operating at 56 percent, Mr. Homer reported, compared 
with 52 percent in April which “so far looks like it will be the low point of the 
year.” He expressed hope the gradual improvement in steel business would 
continue through June. 

Republic Steel Corp.: Mr. White said production has picked up and incoming 
orders look better. The industry and the American economy, he asserted, “has 
started up.” He added he was encouraged by the fact that the rise was general, 
outside of and despite “poor” auto business. He put Republic’s current produc- 
tion rate at 45 percent, against April’s 40 percent, and predicted June will be 
better than May, 
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In indicating strongly a price rise is ahead, Mr. White cited the curtailed 
profits of steel producers. The slated pay increase, he said, cannot be absorbed 
by the industry “unless they all are going to go in the red and stop paying 
dividends.” 

Jones & Laughlin Steel Corp.: Second quarter profits “will be a little better” 
than $1,657,000 of the first quarter “because of a better rate of operations,” said 
Avery C. Adams, president. The first quarter net was down from $12,823,000 in 
the 1957 period. Mr. Adams said a decision on prices “‘will be made in late 
June, when we have the cost-of-living figures” which will affect part of the wage 
adjustment. 

National Steel Corp.: T. E. Millsop, president, said operations have gone up 
slightly, but “mostly to replenish our own inventories.” Orders, he said, have 
risen “‘very slightly.” The company’s Great Lakes Steel Corp. division in Mich- 
igan had shut down earlier this year in the wake of slow sales to the auto 
industry. ‘We can’t and nobody else can say when the auto industry will start 
buying steel again,” said Mr. Millsop. He cited uncertainty over the outcome 
of current auto labor talks, over summer car sales, and over what's going to 
happen to “tremendous” dealer stocks of new cars. 

Youngstown Sheet & Tube Co.: “I don’t think we have necessarily turned the 
corner yet,” said Mr. Mauthe, and added: “I think there is a lot of whistling in 
the dark” about a fourth quarter upturn in steel business. He described him- 
self, however, as “still an optimist.” Youngstown Sheet is producing at 50 per- 
cent of capacity, he said, up from a 1958 low of 45 percent. 

Armco Steel Corp.: President Gray said the company is currently running at 
60 percent, up from a low of 54 percent in late April, and figured the second 
quarter average would be “pretty much as in the first quarter, or about 58 per- 
cent of capacity.” He expected the third quarter to be about like the second 
and stated: “Steel operations and consumption can’t go much lower.” 

Inland Steel Co.: “I think we are on the way up, even if there is a slip in 
July,” said Joseph L. Block, president. “I expect that our third-quarter results 
will be as good or better than the second quarter and that the fourth quarter 
will be considerably better.” Operations are at 70 percent of capacity, against 
64 percent in April, he reported, and “I think June will be better.” Inland 
normally operates well above the industry average. “I have no idea,” he 
asserted, whether pices will be increased, “but they should be so far as costs 
are concerned.” 

Lukens Steel Co.: Charles L. Huston, Jr., president, said operations are at 
90 percent. His statement bears out what he told the annual meeting recently 
that the company’s steel production is near capacity but fabricating work has 
been below a year ago. The production rate, Mr. Huston said, reflects continued 
demand for plates for shipbuilding. Lukens specializes in such items as heavy 
steel plates. He said a price increase, “if any,’ would have a difficult time 
covering total cost rises. 

Alan Wood Steel Co.: John T. Whiting, chairman, reported the company is 
“getting its share” of the steel business and is operating at about 55 percent, 
compared with less than 50 percent in April. “I don’t know how we're going 
to live if we don’t get a price increase,” he said, but added that he figured Alan 
Wood is “too small to set the pattern.” 


{Steel magazine, June 2, 1958] 
3UILDING Costs To CLIMB 


Present building costs are lower than they were 6 months ago, or what they 
will be 6 months hence. 

That’s what major contractors told Steel last week. Said one: “Construction 
prices are on a high plateau between two peaks. They reached one peak about 
6 months ago, have dropped noticeably, but will rise to another peak after con- 
tractors get hit by wage and material hikes this summer.” 

Echoes a Commerce Department expert on construction statistics: “High- 
spirited competition has brought about bids which appear fantastically low.” 
He reports widespread price softening through discounts and term variations. 

Reasons for the lower prices, say contractors: 


1. Less activity 


Contractors say they are busy now, but their backlogs of contracts are low. 
They’re whittling their prices to secure work for later in the year. 
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2. Keen competition 

“Builders aren’t sticking to their specialties,’ reports an Ohio contractor. 
“And little outfits are bidding on big jobs,’ he adds: ‘That causes pencil sharp- 
ening all the way around. Prices—and profit margins—have been trimmed.” 


3. Improved productivity 

“Labor performance is most gratifying in the building industry today,” de- 
clares an eastern contractor. “The fact that a lot of craftsmen are out of work 
might have something to do with it,” he adds. 
4. Cheaper materials 


The Bureau of Public Roads reports reinforcing steel costs are down almost 
3 percent, structural steel costs, more than 4 percent. The Bureau says the 
average bid price for Federal-aid highway construction dropped 2 percent in the 
first quarter of 1958 from the last period of 1957. The Bureau of Labor Sta- 
tistics price index of building materials dropped to 129.3 in April 1958 from 130.7 
in April 1957. 

Builders report that some new aluminum, plastic, and ceramic products 
help reduce plant building costs 

Cement prices have stayed high, so that type construction hasn’t dropped as 
much, say builders. But some bargains are available as a result of fierce 
competitive bidding. 

Outlook.—Builders say they'll jump their prices this summer to make up for 
wage hikes and the expected steel price increase. Most say they'll pass along 
the greatest part, if not all, of the added costs. “Our profit margins have been 
squeezed too much now,” asserts a Cleveland firm’s vice president: ‘‘Feather- 
bedding is one of our worst curses.” 

Some builders look for a pickup in construction activity before year end. 
Associated General Contractors, Washington, predicts a 4 percent increase in 
dollar volume of construction in 1958 (versus 1957). But it says the entire in- 
crease will be inflationary. 

Long range.—Look for construction prices to climb 10 to 15 percent above 
current levels when business picks up. That’s the prediction of a large mid- 
western contractor, who says many builders would try to get that kind of a 
hike now if competition were less severe. 


EQUIPMENT PRICES STEADY 


Look for prices of construction equipment to stay near present levels for the 
rest of 1958. A smattering of increases may be put through, but only a bold 
manufacturer would take such action unless there’s a sales upturn to ease 
competitive pressures. It’s more probable that any price fluctuations will be 
downward. 

Official charges haven’t varied much since last fall (the BLS price index 
stood at 165.4 in April, versus 157.5 in April 1957), but there has been a lot 
of price shading, especially by dealers. They’re giving lower prices, more liberal 
trade-in allowances, and lower carrying charges. Expect the concessions to 
continue—but at a slower pace. 

Woes.—Manufacturers fear they’ll have to eat labor and material increases 
this summer. Competition is fierce because business is down (as much as 40 
percent for some companies) and because overcapacity has resulted in large 
stocks at plants and dealer showrooms. 

So prices won't rise much until demand improves substantially—and there’s 
no indication of that happening early. But sales are being made by aggressive 
companies. Example: In April, Frank G. Hough Co., Libertyville, Ill., ran a 
10-mile motorcade of 100 crawler tractor-shovels to a distributor meeting in 
Salt Lake City, Utah. All the.equipment ($1.5 million worth) was sold. Com- 
pany officials estimate it gave them a 10 percent sales increase. And they count 
on it to bring another 10 percent advance before year end. 

More roads.—The Federal highway program will pick up steam this year, but 
the construction equipment industry probably won’t be much affected till 1959 
or 1960. The new highway bill gives the States $1 billion more to obligate for 
econtstruction in 1958 than originally planned. (That means about $175 million 
more equipment sales). This year, $6.6 billion wiil be allotted (5.3 billion for 
construction and $1.3 billion for rights-of-way), says Maj. Gen. Louis W. Prentiss, 
executive vice president, American Road Builders’ Association. That compares 
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with a $5.6 billion total in 1957 and an anticipated $7.5 billion in 1959, General 
Prentiss says. 

A sales manager for a major equipment builder observes: “Property acqui- 
sition, engineering, and other bottlenecks are holding up contracting awards in 
some States. In many cases, relatively few miles of road sop up a tremendous 
amount of funds.” 

More homes.—Most makers don’t look for much help from the new-home mar- 
ket. Easier purchases under VA and FHA programs plus looser mortgage money 
should boost construction about 100,000 units this year (from around 1 million 
to 1.1 million), believes Albert M. Cole, Federal Housing Administrator. The 
consensus is that there’s enough equipment to take care of the small upswing. 

Here’s how the price outlook shapes up for six categories : 

Draglines.—Weak demand makes a price advance unlikely this year. A few 
makers say a strong sales pickup could trigger a slight rise (2 to 3 percent) 
in late summer or early fall. Otherwise, manufacturers will absorb added labor 
and material costs. 

Power shovels.—Manufacturers agree: If steel and labor costs rise, so will 
their prices. Reason: Profits are too low to absorb more costs, say makers. One 
firm says it may even pass on component price increases it has suffered in the 
past year to get back to normal profit margins. 

Bulldozers.—Higher steel and labor costs plus a possible sales pickup late in 
the year point toward higher prices. But customer resistance acts as a brake. 
— Expect price stability at least through most of 1958, possibly into 

59. 

Paving equipment.—Demand is lower than most makers anticipated, so com- 
petition to move surplus inventory is intense. It’s unlikely manufacturers’ pub- 
lished price lists will be changed much this year. Dealers may offer more con- 
cessions, but their prices will probably strengthen by year end. Material cost 
hikes could spur a mild manufacturer increase late in the year—only if business 
improves. 

Portable air compressors.—‘Users of portable air compressors won’t pay more 
than is presently being asked,” concede most companies. Intense competition 
and low sales also are restraining influences. So don’t expect a price increase 
this year. Price shading by dealers will continue but gradually subside as the 
year wears on. 

Construction pumps.—The business slump has not hit pump builders as hard as 
it has many other groups. The highway program should bring in more business 
this year, considerably more in 1959 and 1960. 

List prices aren’t likely to drop, but there may he more trimming by dealers. 
If sales gain, look for makers to put through a hike this fall (probably 2 to 5 
percent). 


CONSTRUCTION EQUIPMENT PRICES : WHAT TO EXPECT TILL YEAR END 


Draglines.—Stabilization of list prices. An unlikely possibility: Rise of 2 to 3 
percent in late summer or early fall. 

Power shovels.—A slight increase in late summer if steel and labor costs go up 
as expected. 

Bulldozers.—Stabilization through 1958. 

Paving equipment.—Steady manufacturers’ list prices. More shading by deal- 
ers. A hike only if business improves substantially. 

Portable air compressors.—Probably no change this year. Some continued 
price shading by dealers. 

Construction pumps.—Stabilization of list prices. Some shading among deal- 
ers. Outside possibility: A hike of 2 to 5 percent in the late fall if business 
picks up. 


[Wall Street Journal, June 26, 1958] 


ALAN Woop To Boost Steet $6 a Ton; Bia Producers Stiri DELAY AcTION— 
PENNSYLVANIA FirrM CoNcEepES HIKE Won’r Stick 1F OTHERS Don’t ApDJUST 
PRICES 


(A Wall Street Journal News Roundup) 
A steel price increase averaging $6 a ton July 7 was announced by Alan Wood 


Steel Co., a specialty steel producer in Conshohocken, Pa., that ranks 23d in the 
country in annual capacity. 
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Other producers said they’ll wait to see what a big steel company does after 
wage costs go up an estimated 20 cents an hour July 1. 

And Alan Wood, too, conceded it will have to follow the larger companies—and 
might have to backtrack later. 

Said industry leader United States Steel Corp: “We are studying the Alan 
Wood action, but have no comment to make at this time.” Second-ranking Beth- 
lehem Steel Corp. said only that it could reiterate a statement that it has been 
looking into the “many factors involved before we make any price determination.” 

Republic Steel Corp., third largest producer, declined comment. Sixth-rank- 
ing Youngstown Sheet & Tube Co. also was “studying” the situation. 

“We have not had a chance to study the Alan Wood price announcement and 
make our determination,” said Avery C. Adams, president of Jones & Laughlin 
Steel Corp., fourth largest in the industry. 


UNITED STATES STEEL HINTS DELAY 


Until last week it was generally believed in the steel industry that prices 
would rise by some amount, perhaps $4 a ton or more, next month. Then United 
States Steel, the traditional price leader, issued a statement that hinted it would 
probably delay any price action until the economic and competitive situation 
“clarified.” There was nothing in that statement to indicate it felt such a clarifi- 
cation would come before July 1. 

Harleston R. Wood, president of Alan Wood, said in making the announcement, 
“We believe that this increase is the minimum fair increase which should be made 
at the present time. It will compensate us only for our own increased labor 
costs and will not cover any other increased costs.” 

However, he added, “we realize that our company is too small to maintain a 
price level different from that of our large competitors. In the event the other 
steel producers do not change their prices by July 7 or in the event they increase 
them by amounts other than those we have announced, we will have no alterna- 
tive other than to be competitive with their prices.” 

Steel products involved are plates and floor plate which will be increased by 
$5 a ton, hot rolled sheets by $6 a ton and cold rolled sheets by $7 a ton. 

Mr. Wood added: “The steel industry contracted for increases in labor costs 
which will amount to approximately 25 cents per man-hour since our prices were 
last adjusted, and our salaried employees will, of course, receive comparable 
increases. These increases are far more than any steel company can be expected 
to absorb through improved productivity. They can be coiiipensated for only by 
price adjustments. 

THREAT OF CONCENTRATION 


“Our company has been a competitor in the steel industry for over 132 years,” 
Mr. Wood said in his statement. “If the steel industry is intimidated by sena- 
torial investigations conducted for political rather than economic purposes, it 
will not be many years before the steel industry will be concentrated into only a 
few large producers which themselves will not be able to show a fair return on 
the money the American public has invested to give America the largest and most 
efficient steelmaking capacity in the world.” 

He added: “Alan Wood Steel Co. has invested over $61 million in new steel- 
making facilities since the end of World War II. That this money has been 
wisely spent to meet the need of the public welfare is evidenced by the fact that 
we have operated at capacity during much of this period, and we have operated 
at a higher rate than the industry average during the current recession. We in- 
tend to make every effort to see that our stockholders who have made this in- 
vestment receive the return to which they are entitled.” 

At the company’s annual meeting, Mr. Wood said the company operated at 
59 percent of capacity during the first quarter, which compared to an industry 
average of 54 percent during the period. 

Alan Wood in the first quarter had net income of $32,967 after giving con- 
sideration to a potential refund of $234,000 of Federal income tax. This com- 
pared with profits in the like 1957 period of $898,882, after revision to reflect 
year-end adjustments. 

Sales and operating revenues declined 33 percent to $12,606,265 from $18,529,732 
in the like 1957 period. The company announced last month it was omitting the 
common dividend normally payable in June. Allan Wood had paid 35 cents 
a quarter previously. 
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The 25 cents of increased hourly wage costs cited by Mr. Wood would be the 
20-cents hourly the steel companies figure members of the AFL-CIO United 
Steelworkers Union will get Tuesday at the start of the third year of their 
current 3-year contracts, plus a 5-cent hourly cost-of-living increase already 
in effect. 

Alan Wood’s rated annual ingot capacity for 1958 is listed by the American 
Tron and Steel Institute as 800,000 tons. This, of course, is only a fraction of the 
steel industry’s total of more than 140 million tons, or of United States Steel’s 
40.2 million that makes it the Nation’s largest. 


REACTION OF OTHER PRODUCERS 


In the key Pittsburgh district, the reaction of steelmakers was that it would 
take a bigger company than Alan Wood to make a steel price boost stick. Said one 
district producer: “I think we're going to have to watch the big interests for any 
real, lasting move on prices.’ 

A medium-sized steel producer in the Pittsburgh area termed Alan Wood’s 
action “definitely a step in the right direction” but declined to say whether it 
planned to follow suit. This company, which chose to be anonymous, said, how- 
ever, it felt the increase announced by Alan Wood “may not be quite as large 
* * * as the wage-cost increases are going to require.” 

“Alan Wood should be commended for its forthrightness,” the company said. 
“At the same time, we intend to intensify our own study in this area of wage 
costs and prices.” 

Said a smaller producer in the Pittsburgh area that also said it would wait and 
see: “It’s a cinch we can’t get more than the big companies, and we don’t want to 
take less.” 

And in public, several smaller producers took the same line. James L. Hamil- 
ton, vice president of Granite City Steel Co., Granite City, Ill., said: “We have no 
plans to increase steel prices other than what might be done by the leaders in the 
industry.” Granite City has rated 1958 capacity of 1,200,000 tons. 

In Atlanta, Atlantic Steel Co. (annual capacity 400,000 tons) said it “will wait 
until other steel companies announce what they are going to do on prices.” 

W. M. Akin, president of Laclede Steel Co., (600,000 tons), St. Louis: His com- 
pany won’t follow the Alan Wood action, but “we’ll be watching the situation.” 

Said an official of Detroit Steel Corp. (1,500,000 tons), “This is purely a trial 
balloon.” 


{Wall Street Journal, June 27, 1958] 


J.& L. SAys It Won’? LEAD ON STEEL Prick HIKE—FovurtTH LARGEST STEELMAKER 
To Await UNITED States STEEL Move; Bia STEEL STANDING Pat—ARMCO 
STUDIES SITUATION 


A Wall Street Journal News Roundup 


Jones & Laughlin Steel Corp. said it won’t raise steel prices unless United 
States Steel Corp. does, and United States Steel reiterated that the only decision 
it’s made on prices is to let them alone until the “situation is clarified.” 

The J. & L. stand was given by President Avery C. Adams at a press conference 
in Pittsburgh. He warned that an extended delay in a steel price boost would 
work “undue hardship” on smaller producers, but at another point he said it’s 
a “reasonable assumption” United States Steel will delay. 

“We have no intention of committing commercial suicide and assuming the 
role of price leader,’ Mr. Adams asserted. J. & L.’s production capacity makes 
it the fourth-largest steelmaker in the country. 

United States Steel has usually been the price leader on the metal. Its restate- 
ment of standing pat on prices for now was contained in a telegram to Senator 
Kefauver (Democrat, Tennessee), which added that “we cannot forecast” when 
the needed clarification of the price picture will happen. 

Armco Steel Corp., seventh largest in the industry, indicated it has switched 
its viewpoint somewhat from that espoused last month. R. L. Gray, president, 
issued a statement at Armco headquarters in Middletown, Ohio, that the com- 
pany was giving prices “continued study.” 

Mr. Gray said a wage rise due next Tuesday “makes a price increase essential.” 
But, he added, “we recognize there are many factors to be given considera- 
tion * * *” At the American Iron and Steel Institute’s meeting last month, 
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Mr. Gray had asserted Armco will “have to raise prices when wages go up, re- 
gardless of what others do.” He had conceded then, however, that if competitors 
didn’t raise prices, Armco would have to readjust its tags. 


STEEL PRODUCERS WAITING 


Mr. Gray’s statement yesterday appeared to put Armco among the great mass 
of steel producers who have been waiting for one of the larger makers to make 
a price move. 

On Wednesday, when Alan Wood Steel Co. announced it will gaise its tags 
an average $6 a ton July 7, the consensus of other steel companies was that it 
would take a price boost by a much larger producer that Alan Wood to make 
such an increase stick. Alan Wood, a specialty steelmaker, ranks 23d in annual 
capacity. 

United States Steel’s statement to Senator Kefauver, sent by Roger M. Blough, 
chairman, was essentially the same as one by its president, Clifford F. Hood, 
that was widely viewed as somewhat cryptic last week. Mr. Blough, however, 
wired to Senator Kefauver that “we believe Mr. Hood’s statement of June 19 
amply explains our position.” Mr. Kefauver had asked the company for an 
explanation of last week’s pronouncement. 

Mr. Blough said in his telegram: “It sets forth major cost problems occasioned 
by wage increases, also economic and competitive factors affecting adjustment 
of sales, prices, and our immediate conclusion [is] not to attempt to change our 
prices until the situation is clarified, the timing of which we cannot forecast.” 

Until Mr. Hood’s statement was issued, the steel industry had expected a price 
rise of some amount, perhaps $4 a ton ar more, when AFL-CIO Steelworkers 
Union members get the third instalment of wage rises under their current 3-year 
contracts. 

Mr. Kefauver has also urged a joint steel management-labor conference on 
wages and prices under Federal Government auspices. President Kisenhower 
has twice declined requests by the Senator to sponsor such talks. 

Yesterday, Senator Kefauver released a telegram from Steel Union President 
David J. McDonald which agreed a top-level committee meeting “has great 
merit.” Mr. McDonald, however, restated a union stand that price increases 
are not required because of wage increases. 

Last year, when steelworkers’ pay was raised a simiJar amount, 20 cents’ an 
hour, prices were increased an average $6 a ton. This year, however, steel pro- 
duction is running considerably below 1957 levels. 


M’DONALD SAYS NONE NEEDED 


The union chief declared, “Both because of increased productivity and lower 
material costs no increases in steel prices should have been made last year, and 
none are required now.” Mr. McDonald added he urged some months ago the 
creation by President Eisenhower of a committee from industry and labor to 
consider “the problems, including inflationary pricing, besetting our economy.” 

Mr. McDonald argued that even after this year’s wage increases are granted, 
“employed steel workers, because of short workweeks, will earn less in ‘real’ 
weekly pay than they did a year ago. These 1958 wage adjustments have been 
fully earned by our members through increased productivity,” he asserted. 

President Adams of J. & L. held his news conference after a press tour of 
new facilities at the concern’s Aliquippa, Pa., works. He figured the higher 
wage costs J. & L. will start paying Tuesday will amount to 2314 cents an hour, 
including a 4-cent hourly cost-of-living boost effective that day. He estimated 
this would add about $4 a ton indirect wage costs and some $6 a ton in direct 
costs. In the first quarter, he added, J. & L.’s profit was only $2 a ton. 


STILL SEES OUTPUT GAIN 


On steel operations generally, Mr. Adams said he held to his previous forecast 
that production nationally would rise to about 65 percent of capacity in the third 
quarter and about 75 percent in the final 3 months of 1958, and the year’s output 
would be around S87 million tons, an average of 62 percent of the industry’s 
rated 1958 capacity. 

Mr. Adams reported that J. & L.’s unshipped orders are running about 18 
percent higher than 6 weeks ago. He also said that when the company’s present 
improvement program is completed October 1, J. & L. will have a breakeven 
point of about 43 percent of capacity. So far in June, J. & L. has operated at 60 
percent of capacity. 
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{New York Times, July 31, 1958] 


THREE Street ConcerRNsS Lirt THEIR Prices; May Ser PATTERN—REPUBLIC, JONES 
& LAUGHLIN, AND NATIONAL ACT—FOLLOwW SIMILAR Move By ARMCO 


CHANGES ARE SELECTIVE—AVERAGE $4.50 A TON ON KEY ITEMS—INDUSTRY LOOKS TO 
UNITED STATES STEEL AND BETHLEHEM 


(By Jack R. Ryan) 


Three more major steel producers announced price increases averaging about 
$4.50 a ton on important products yesterday. This added support to the wide- 
spread view in the industry that an across-the-board price advance was assured. 

The Republic Steel Corp., the Jones & Laughlin Steel Corp., and the National 
Steel Corp. said that they would match increases announced Tuesday by the 
Armco Steel Corp. They are the third, fourth, and fifth largest producers in the 
Nation, respectively. 

Armco, the seventh largest steelmaker, announced Tuesday night that the 
prices of its hot- and cold-rolled sheets and strip products would be raised 
an average of about $4.50 a ton today. 

Republiec’s increases applied to sheet and strip mill products and were said 
to average less than one-quarter cent a pound, or slightly under 3 percent. That 
works out to somewhat less than $5 a ton. 


Follow Armco’s pattern 


Jones & Laughlin, which included galvanized sheets in its new schedule, and 
National Steel estimated their average increases at 2.75 percent, or about $4.50 a 
ton, in line with Armco’s average. National’s increases are effective tomorrow, 
the others today. 

The average price of steel before the increases was estimated to be about 
$146 a ton. 

Most industry authorities appeared confident that other producers would follow 
suit before long. The steelmakers had been insisting for months that higher 
prices would be needed to compensate for wage increases granted on July 1 
under a long-term contract with the United Steelworkers of America. 

Whether the higher cost of steel would be passed along by manufacturers to 
ultimate consumers was problematical. 

Many large steel users questioned yesterday said that the price increase would 
have to be reflected in higher price tags on automobiles, appliances, and other 
goods, but probably not immediately. 

In Washington, Senator Estes Kefauver, Democrat, of Tennessee, contended 
that nothing would contribute more to a consumer buying strike than a steel 
price increase during “this delicate period.” 

On the New York Stock Exchange prices of steel shares rose sharply. Gains 
ranged from $1 to $5 a share. 

The way in which the steel price advances appeared to be developing was 
unusual for two reasons: 

First, it is rare for a company other than the United States Steel Corp. to set 
the price pattern for the industry. 


Selective increases rare 


Second, the price increases, once adopted, have seldom been on a selective 
basis, as in this case. Usually they are across-the-board advances that also 
affect such products as plates, structural shapes, pipe, bar, and tinplate. 

Sheet and strip, the items affected so far, are used mostly by manufacturers of 
automobiles and appliances. 

United States Steel, the Nation’s largest producer, said yesterday that it was 
“still studying the situation.” Ata news conference of Big Steel Tuesday, Roger 
M. Blough, chairman, parried questions about prices with the assertion that “we 
haven’t anything in mind at this time.” 

United States Steel set the pattern in mid-1957 by raising prices an average 
of $6 a ton to coincide with a wage rise at that time. 


Bethlehem report awaited 


The second largest producer, the Bethlehem Steel Corp., also said it was study- 
ing its competitor’s moves. Bethlehem will hold its usual quarterly news con- 
ference here today to report its earnings and to discuss the steel outlook. Some 
authorities suggested that the company might disclose its price plans then. 
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In Chicago, Joseph L. Block, president of the eighth ranking Inland Steel Co., 
described the increases so far as conservative. 

“Nevertheless, under present very competitive market conditions, Inland can- 
not raise its prices unless and until such action is taken by United States Steel, 
our principal competitor,” he declared. “To do otherwise would cause us a 
serious loss of business.” 


Manufacturers of consumer hard goods were not expected generally to start 
raising consumer prices at once. 


Consumer rises forecast 


But steel users’ inventories are reported to have been reduced sharply in recent 
months, and increases in the cost of steel ordered after the price advances prob- 
ably will be passed along eventually, authorities said. 

Ralph J. Cordiner, chairman of the General Electric Co., has said that his 
company’s prices have remained about level in recent months, despite wage 
increases in GE factories and in those of its suppliers. 

“In the face of rising costs, such bargain prices cannot be expected to continue 
very much longer,” he continued. 

The president of the Proctor Electric Co., Walter M. Schwartz, Jr., said any 
increase in steel ‘naturally would have a tendency to push prices up.” The com- 
pany makes toasters, irons, and other small appliances. 

The following table lists increases in the average price of steel each year since 
the end of World War II: 


Dollars 


Dollars 

Year: aton | Year—Continued a ton 
i $5. 00 Ei eaoke Aa a ici ons $4. 00 
I ak, os Setting drcbatiang date eimai toeedees 5. 00 : ee ee Se a 3. 00 
I ok hce rach anclenibarmabiasaanutgareiaess 9. 34 aati inteaieateddiaie: 7.35 

cd cccccucpcctetndcdereremeasdiarenduaianes 5. 50 a tnaa iavdnnienomiteaeenion mndatecctdnananae 8. 50 
Bs eocatacksenesciecinthioea co tnartsplentamnias dk 5. 00 hae ibaa rete eiat 6. 00 





KEFAUVER DEPLORES TREND 


WASHINGTON, July 30.—Senator Kefauver, chairman of the Senate Antimonop- 
oly Subcommittee, said he thought Armco had set an “unfortunate example.” 

He said that he hoped United States Steel would consider the effects of its 
action before reaching a price-increase decision. 

“Because it will be reflected, in one way or another, in higher prices of nearly 
everything he buys—from automobiles and appliances to food and housing— 
nothing could contribute more to the consumer ‘sitting on his hands’ than a price 
increase in steel,” Senator Kefauver said. 


ALAN Woop Eyes RIVALS 


CONSHOHOCKEN, Pa., July 30.—Alan Wood Steel Co. said today that it would 
raise its prices if United States Steel and Bethlehem did. 


Alan Wood, a small specialty steel firm, announced last month that it planned 
to increase prices. The proposed increases did not go through, however, because 
other steel companies did not follow suit. 


United States Steel and Bethlehem are the main suppliers in the area served 
by Alan Wood. 


{Wall Street Journal, July 31, 1958] 


REPUBLIC, JONES & LAUGHLIN JOIN ARMCO IN BoosTING STEEL PRICES; UNITED 
States Street Stizz Sirent, But OtTHers Expect It To FoLtLow—PrRopUCcERS 
Say Hikes May Nor Last UNLEss “Big STEEL” Acts; ScraP PRICES RISE 


By a Wall Street Journal Staff Reporter 


PITTSBURGH.—A new round of steel price increases set off Tuesday by Armco 
Steel Corp. gathered speed last night as Republic Steel Corp. and Jones & 
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Laughlin Steel Corp., third and fourth largest producers, announced they were 
boosting prices on flat rolled products. 

The widening breach in the steel front was made in the absence of any action 
by United States Steel Corp., the industry’s traditional price leader. United 
States Steel said it was “studying” the situation, but gave no indication when, 
or if, it would veer from the wait-and-see attitude on prices it has maintained 
since employment costs went up in the steel industry July 1. 

Sentiment here was that United States Steel would join in the increases on 
strip and sheet products already announced by Armco, Republic, and Jones & 
Laughlin. But producers also asserted that if United States Steel failed to 
make a price move, other steelmakers might be forced to rescind their actions. 

At least one company, Inland Steel of Chicago, bluntly stated it would not 
attempt to raise its prices unless the No. 1 producer first took such action. “To 
do otherwise,” said Inland, “would cause us a severe loss of business.” 


SOME EFFECTIVE TODAY 


The price increases announced by Armco and Jones & Laughlin went into 
effect today, averaging about $4.50 a ton, or 234 percent on such products as hot- 
and cold-rolled strip and sheets, galvanized sheets; and, in the case of Armco, an 
assortment of other flat rolled items. 

Republic’s boost was scheduled to go into effect tomorrow. The company said 
it would average out to a little less than $5 a ton. 

[In Washington, Senator Kefauver (Democrat, Tennessee) announced he 
would seek an investigation into the steel price increases by the Senate Anti- 
trust Subcommittee. See story below. ] 

Price action yesterday and the day before left untouched many steel products, 
such as bars, structurals, plate, pipe, wire, an dtin plate. But it did cover, for 
the companies involved, major tonnage items. Hot- and cold-rolled strip and 
sheet products are used extensively in auto manufacturing and a variety of 
other industries. Galvanized is used largely in building construction. 

But some steelmakers conjectured that the increases on flat-rolled products, 
improving in demand somewhat as the auto industry starts buying for the 1959 
models, would be the first step in a round of selective price increases that would 
cover other products as their demand situations justified. 


BUSINESS IMPROVING 


The steel business has been improving modestly this month, against most ear- 
lier predictions that July would bring a pronounced slump, and industry oper- 
ations this week are scheduled at nearly 59 percent of capacity, compared with 
57.3 percent last week. 

Reflecting that increased activity, steel scrap prices rose sharply in Pittsburgh 
and in several other steelmaking centers during the past few days. 

In Pittsburgh, the scrap advances on dealer grades of No. 1 heavy melting scrap 
amounted to $4 a ton, moving those grades up to $44 a ton, highest since last 
September. Some industrial grades went up even more steeply, No. 1 factory 
bundles, a choice grade, being bid in by dealers from auto stamping-plant lists 
at over $49 a ton, a rise of $10 from a month ago. 

Dealer scrap prices rose in St. Louis, and industrial grades of scrap were 
reported higher in Cleveland and Detroit. 

The changes being made in prices of new steel represent a delayed reaction 
to employment-cost increases that became effective July 1 under steel producers’ 
contracts with the AFL-CIO United Steelworkers. Those increases were vari- 
ously estimated by most major producers at between 22 and 25 cents an hour, and 
they came on top of a 5-cent-an-hour increase that went into effect last January 
under cost-of-living provisions in the same labor contracts. 

The boosts figure out to anywhere from $4.50 to $5.50 a ton of steel in direct 
labor costs, companies have said, and indirect increases stemming from higher 
costs of materials and services are expected to raise the total cost increases 
eventually to around $11 a ton. 

Thus, a price boost of $4.50 a ton was regarded by steel producers in their 
public pronouncements as conservative, or “inadequate,” as several companies 
referred to it. 
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In July 1957, when employment costs rose about 20 cents an hour, steel com- 
panies raised their prices an average of about $6 a ton, or about 4 percent, even 
though many complained that United States Steel, which took the price lead at 
that time, had set its new prices too low in light of the rise in labor costs. 

United States Steel this year held back on making any price changes July 1, 
based on a decision to wait for “clarification” of economic and competitive 
factors. 

Its chairman, Roger M. Blough, said, as recently as Tuesday afternoon, only 
a couple of hours before Armco’s price announcement, that United States Steel 
had “nothing in mind at this time” on prices. 

However, with the third, fourth, and seventh largest producers announcing 
price changes, industry observers here speculated United States Steel would 
eventually go along with the new schedules on flat rolled products. The company 
has consistently contended it cannot sell above its competitors, and it’s believed 
the big producer has no desire to sell below them, in view of its well-known posi- 
tion that profits are inadequate. 


BETHLEHEM “STUDYING” SITUATION 


The No. 2 company in the industry, Bethlehem Steel, likewise has given no 
indication of its immediate intentions of prices, saying last night that it was 
“studying” the situation. 

Bethlehem’s position might become clearer today when the company releases its 
second quarter earnings reports and its officers hold a news conference in New 
York. 

Among other ranking steel producers, National Steel, the fifth largest, and 
Youngstown Sheet & Tube, the sixth, also continued their studies of the Armco, 
Republic, and J. & L. moves. 

The scrap price increases registered in Pittsburgh came prior to the announce- 
ment of Armco’s boost on strip and sheet products. 

Two district mills entered the market here for fairly large tonnages of scrap, 
1 of them coming after being out of the dealer market for about 10 months. 

One purchase boosted the price of No. 1 dealer heavy melting scrap, usually 
considered the bellwether grade, by $4 a ton to a new price of $44. That repre- 
sented a rise of $12 a ton in No. 1 heavy melting in a little over 3 months. 

In the same transaction, No. 1 bundles were bought for $45, an increase of $4; 
No. 2 heavy melting for $35, an advance of $2; and No. 2 bundles for $33, up from 
$3 to $4. 

Scrap rose even more sharply in some specialty and industrial grades. 

Another district producer bought substantial tonnages of specialty grades, 
including No. 1 heavy melting railroad scrap, No. 1 industrial bundles, and low 
phosphorus scrap at $47 and $48 a ton, up $3 to $5 a ton. 

Industrial scrap from a Pittsburgh district auto body plant was bid in by 
dealers, according to trade reports, at over $49 a ton, an increase of about $10 
a ton from a month ago. The scrap involved in the auto plant transactions was 
No. 1 factory bundles, a choice grade. 


SCRAP DEMAND IN CHICAGO 


Iron and steel scrap was reported strong in the Chicago area with demand 
active. 

On the basis of reported broker quoted or buying prices, many prime grades 
are currently around $2 or more higher than late last week. 

There has been no new mill buying confirmed this week with last offering levels 
in some grades several dollars under broker quotations. Many of these broker 
quotations are at new highs for the year. Broker prices for No. 1 dealer heavy 
melting steel scrap are as high as $43 a ton or about $15 above the year’s low. 

There also were rumors that No. 1 industrial bundles from automotive plants 
brought prices around $7 or $8 above levels which prevailed a month ago. 
Heavy melting railroad scrap also is quoted much above the last reported mill 
offering level. 

The sharp advance in Pittsburgh industrial lists was ascribed by dealers to 
the low supplies of automotive scrap available as a result of reduced auto manu- 


facturing. Dealers bid on automotive scrap monthly in various production 
centers. 
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[New York Journal of Commerce, July 31, 1958] 


More Steet Makers JorIn InN Price RisE—Unirep States STeeL, BETHLEHEM 
STILL UNCOMMITTED; Scrap Boostep $4 Ton 


Steel price rise announcements trickled up to the third and fourth largest 
producers—Republic Steel and Jones & Laughlin—leaving United States Steel 
and Bethlehem still uncommitted, and these developments made news: 

National Steel Corp. said it is considering a price increase. Timken Roller 
Bearing Co. said it is planning to raise prices of alloy steel but doesn’t know 
how much. 

INLAND DELAYS ACTION 


Inland Steel Co. said it could not raise its prices—and it wants to raise 
them—until United States Steel did so because to act otherwise would be dis- 
astrous competitively. 

In Pittsburgh scrap steel advanced $4 a ton for the bellwether No. 1 heavy 
melting grade. Good-sized quantities were sold at $44 a ton, marking the sec- 
ond price rise of like amount in 2 weeks. A steady pickup in steel production 
and scarcity of high quality scrap were cited as contributing factors. 

Senator Kefauver (Democrat, of Tennessee), chairman of the Senate Anti- 
trust Subcommittee, drew a bead on United States Steel and said that he most 
earnestly hoped the company would take into account the impact on the econ- 
omy of another round of price boosts before following the other steel com- 
panies in raising prices. 

He termed the price-rise action “unfortunate” and said that if United States 
Steel follows, it may contribute to making consumers hold off buying and push 
the economy downward. 

In Detroit, auto makers eyed developments with a sharp pencil in one hand. 
Already faced with the prospect of some rise in labor costs, they admitted pri- 
vately that the steel price hikes certainly “will have some effect” on auto price 
policies. 

LEADS STOCKS HIGHER 


Speculators and investors alike—and short sellers, too—were impressed with 
the earnings improvement implications of a steel price rise and the steel sec- 
tion led the stock market to new high ground. All steel shares advanced, with 
the gains ranging up to nearly 7 percent, in the case of smaller, specialized 
firms, while the bigger firms chalked up less spectacular gains. 

The advances ranged from % point for Inland (99%) to 514 for Lukens 
(773%). United States Steel closed 114 points higher at 714% and Bethlehem 1 
points higher at 46%. 

Following the lead of Armco Steel Corp., which late Tuesday announced price 
rises on 12 products, including hot and cold rolled sheets, by an average of 2.75 
percent, or $4.50 a ton, were Republic Steel, third largest producer, and Jones 
& Laughlin Steel Corp., fourth largest. Both made price rises identical with 
those of Armco. 

BIG STEEL SILENT 


Officials of Big Steel were mum, for the record. Privately they said they 
might have something to say Thursday. Meantime, they said, they were 
studying the whole picture—which means the public reaction to the lead-off 
rises. Best guesses are that the top steelmakers will post rises, too. 

Steel executives said that the rise was inadequate to meet rises in costs of 
labor and purchased materials and services. For this reason, some of them 
believe that it may be necessary to put into effect a second rise next year, cov- 
ering extra charges. 

This would be desirable if prices of steep scrap continue their rise, and if 
transportation and other costs continue to rise. 

Steel consumers in some industries are expected to pass along any price rise 
in steel, although in others competitive conditions are such that a price boost 
on products made of steel is not feasible at the present time. 

Prices of certain kinds of machinery, however, are firming up, and the trend 
in wages is expected to cause many industries to review their prices during the 
next few months. 

The speed with which the tire industry raised prices last week, following a 
boost in wage rates, has been cited as an illustration of the eagerness of 
manufacturers to recover new costs, particularly since their volume and profits 
are still subnormal as a result of the recession. 
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The steel price rises, if they become general in the industry, represent only 
little more than half the wage boosts they began paying the first of this month. 
Furthermore, the rises were posted only on some of their products—notably 
the sheets used in auto and consumer durable production. 

Unless some untoward event develops, such as a reversal of economic recovery 
signs, the expectation is that further rises will appear first in the form of 
higher price tags on other steel items, later as a complete second round. 





Awaits UNITED States STEEL ACTION 





CoNSHOHOCKEN, Pa.—Alan Wood Steel Co. said that it would raise its prices 
if United States Steel Co. and Bethlehem Steel Co. did so. 

A spokesman gave this reply when asked for comment on increases announced 
by Republic Steel, Jones & Laughlin, and Armco. Steel. 

Alan Wood, a small specialty steel firm, announced last month that it planned 
price increases. The proposed increases did not go through, however, as other 
steel firms did not follow suit. 





STEEL USERS WORRIED 


J. U. Teague, president of the American Association of Oil Well Drilling 
Contractors and head of the Columbia Drilling Co., Houston, Tex., commented: 
“The steel industry runs its business and we run ours, but we certainly hate to 
see any steel price increase at this time. * * * It will mean putting more pres- 
sure on the petroleum industry generally as well as on our entire economy.” 

Ralph J. Cordiner, chairman of General Electric Co., is on record as pre- 
dicting that price increases on GE products are just a matter of time. 

“GE's prices have remained about level in recent months in spite of automatic 
wage increases in the company’s factories and those of its suppliers,’ Mr. Cordi- 
ner stated. “As a result, customers are afforded unusual values at today’s 
prices but in face of rising costs such bargain prices cannot be expected to 
continue very much longer.” 


APPLIANCE RISE LIKELY 


Walter M. Schwartz, Jr., president of Proctor Electric Co., makers of toasters, 
irons, and other small appliances, declared: “Naturally any increase in steel 
would have a tendency to push prices up.” 

A spokesman for International Harvester Co. said: ‘‘Any increases in steel 
or labor costs cannot be absorbed in present profits and would force us to 
increase prices to some extent.” 

The dilemma of the steel-consuming manufacturer was summed up by Carl 
L. Hecker, executive vice president of the Oliver Corp., farm equipment firm, 
who said: 

“The farmer today is very price conscious and for this reason we have re: 
sisted all forces which tend to increase costs. Farm machinery prices at pres- 
ent do not provide satisfactory profit margins. Any increases in labor or 
material prices such as the steel increase must be reflected in early increases 
in farm machinery prices.” 





[Washington Post and Times Herald, August 1, 1958] 
EScALATORS PASS ON METAL PRICE HIKES 
By Bernard D. Nossiter, staff reporter 


The new round of steel and aluminum price increases will be passed on 
automatically by metals buyers through thousands of long-term contracts. 

That is because of a little-known but fast-growing industrial practice. Under 
it, the prices of many manufactured goods are tied to changes in the Govern- 
ment’s wholesale price and hourly wage indexes. 

As these indexes, put together by the Bureau of Labor Statistics, go up, indus- 
try’s customers pay more. They pay less, of course, if the indexes drop. But 
since World War II, this escalator has generally given a one-way upward ride. 
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Linking wages to changes in the Consumer Price Index is a widely publicized 
technique. At the end of last year, 4.3 million workers were covered by these 


escalation contracts. This has sparked loud laments about unions putting 
another curve in the climbing price spiral. 


OUTWEIGH WAGE PACTS 


But Government officials figure that in dollar terms, escalated sales contracts 
far outweigh escalated wage agreements. No firm estimate has been made. 
However, the Labor Department has said hundreds of millions of dollars are 
involved each year in products with prices tied to wage changes. A larger amount 
is geared to wholesale price shifts. 

Commonly, the two indexes are used together and the technique is employed 
when there is a lengthy lag between an order and its delivery. 

Here is how such a contract would work: A generator manufacturer will 
agree to sell a utility company a generator at a $10 million base price. Delivery 
will be a year later. Perhaps 10 percent, or $1 million, of this base will be 
kept fixed. But 60 percent of the rest will be hinged to changes in the BLS 
average hourly earnings for the electrical machinery industry. 

If at the end of the year this index is unchanged, that portion of the price will 
stay at $5,400,000. If the index has gone up 5 percent, the utility will pay an 
extra $270,000. The remaining 40 percent of the fluctuating $9 million may be 
linked to the metals and metals product portion of the wholesale price index. 
A 3-percent boost would cost the utility an extra $108,000. 

So, instead of the original $10 million, the utility will wind up paying $10,- 
378,000. The consumer will feel this when his electric company asks the public 
utility commission for a rate increase. 

Actually, the contracts are often more complicated than this. Parts of the 
final cost may be set by several portions of the wholesale price index reflecting 
the different materials in the product. How much weight to assign to each, 
how much to wages and what part of the base is left fixed produces sharp 
bargaining. 

As a rule, the wage share is tied to average earnings in the industry rather 
than for all manufacturing wages. But the materials part may simply depend 
on the overall index for wholesale industrial prices. 

Industries selling this way include electrical equipment makers, shipbuilders, 
construction machinery producers, manufacturers of other capital goods and 
the like. Commercial building owners set up long-term leases with rents tied 
to appropriate wholesale price indexes for tenants. 


AT LEAST 20 YEARS OLD 


The Government does lots of buying under escalators. A special cement index 
has figured in the price of Bureau of Reclamation dams. A west coast rest 
home caring for Government workers who break down in Alaska has a 5-year 
pact with the Interior Department tied to the wholesale price index. Chemical 
manufacturers with long-term contracts to supply other industries also use a 
sector of it. 

Industrial escalation is at least 20 years old. But it picked up steam after 
World War II when prices took off. Economists are of two minds about its 
value. They think it may lead to lower initial base prices because some of the 
seller’s risk of rising labor and material costs is eliminated. It gives a greater 
air of rationality to prices and appears to wipe out some arbitrary pricing in 
processing. 

But when wages and raw materials are climbing, the practice builds in an 
added and multiplying element of inflation. As the higher prices in contracts 
for goods are passed on to consumers, they inspire demands for higher pay and 
increases in materials prices. 

Escalation can produce some surprises, too. Every year, BLS revises its wage 
index to take account of more nearly complete figures. The revisions are small, 
and in manufacturing rarely more than 1 cent an hour. But on a $100 million 
contract—and these are written by some manufacturers—a i-cent difference 
could change the final price as much as $250,000. 
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[Wall Street Journal, August 1, 1958] 


ANOTHER RoUND—STEEL, ‘ALUMINUM PRICE INCREASES SuRE To Spur HIKES ON 
METAL PRODUCTS 


AUTOS, APPLIANCES LIKELY TO BE COSTLIER; METALS FIRMS BANK ON BUSINESS 
REBOUND—COMPETITION MAY LIMIT BOOSTS 


The Nation’s largest steel companies and the biggest United States gluminum 
producer posted higher prices on many of their products. 

Many large users of these metals said almost immediately they intend to pass 
on at least part of the increased costs to the ultimate consumers—folks who buy 
appliances, autos, and a host of other wares. Some said competition would limit 
the size of their price boosts. 

Announcement by United States Steel Corp. of an increase averaging about 
$4.25 per net ton, or 3 percent, on its carbon and high strength sheet and strip 
steel prices, effective today, climaxed a rush by leading steelmakers this week 
to raise prices. The industry last raised prices, an average of 4 percent, in July 
1957. 

Armco Steel Corp., seventh-ranking steel producer, broke the ice Tuesday by 
boosting prices on many of its products an average of $4.50 a ton, or 2%4 percent. 
Republic Steel Corp. and Jones & Laughlin Steel Corp., third and fourth largest 
producers, quickly followed, with increases on flat rolled steel products. And 
yesterday, United States Steel, Bethlehem Steel Corp., Wheeling Steel Corp., 
Youngstown Sheet & Tube Co., Inland Steel Co., National Steel Corp., and Pitts- 
burgh Steel Co. announced selective increases, too. 


Costlier aluminum 


As the steelmakers hurried to lift prices, aluminum producers were preparing 
to hike theirs as well. Aluminum Company of America, largest producer, is 
boosting the price of aluminum in pig form by 0.7 cents a pound to 24.7 cents 
a pound, effective today. Reynolds Metals Co., second biggest producer, and 
Kaiser Aluminum & Chemical Co., third largest, declined to tip their hands but 
industry sources expected they would go along. Revere Copper & Brass, Inc., 
and Olin Mathieson Chemical Corp. also are expected to raise prices. 

Aluminium, Ltd., big Canadian producer who initiated a 2-cent-pound reduction 
in aluminum last April, says only it is “studying and awaiting developments” 
before deciding whether to raise its prices. Observers saw a good chance the 
company would tag along. 

Not all steel products are affected by price increases. Structural steel, plate, 
pipe, wire, tin plate and stainless steel have not, as yet, been increased, though 
it seems likely upward adjustments will be made soon. Categories that have 
been boosted—hot and cold rolled sheets and strip and galvanized sheet—account 
for about 30 percent of steel product shipments, a calculation based on American 
Iron & Steel Institute figures for the first 5 months of this year. 

The increases may bring some consolation to steel and aluminum manu- 
facturers faced with rising labor costs but it is causing considerable dismay 
among companies that use large amounts of these metals in their products and 
will have to pass on the added costs or accept slimmer profits. Initial reaction 
of most users was that, so far as possible, the costs would, indeed, be passed on. 
Thus, the impact is likely to be widely felt on the Nation’s economy. 


Auto industry impact 


The auto industry, largest single user of steel, almost certainly will feel the 
heaviest impact of higher steel costs. Though they declined to comment officially 
on the increases, auto makers have indicated unofficially that 1959 car prices 
would probably rise and that steel and other material price boosts would be a 
factor. . 

An official of one auto company estimates the steel price boost will add about 
$7 to $9 to the cost of producing the average car. The steel increase, he adds, 
probably would be only part of any price boost, if one is finally made. 

George Romney, president of American Motors Corp., already has predicted 
that increases in materials and labor costs probably will mean higher car prices. 
And J. O. Wright, a Ford Motor Co. vice president and general manager of the 
Ford division, hinted at price increases last week if materials and labor costs rise. 








4500 ADMINISTERED PRICES 


Others plan boosts 


Other manufacturers, in a wide range of industries, indicate that much, if not 
all, of the higher steel and aluminum costs will be reflected in higher prices 
for their products. 

“A price increase to pass along the impact of this latest rise is inevitable,” 
declares Judson S. Sayre, president of the Norge division of Borg-Warner Corp., 
in Chicago. 

Robert, Kerr, vice president of American Machine & Foundry Co., in New 
York figures the steel price rise will mean $450,000 to $500,000 a year in added 
costs for his company at its current operating rate. He says the company un- 
doubtedly will have to “pass on some of the increase at least, since we have a cost- 
price squeeze right now without these latest steel boosts.” Competiton, he adds, 
will restrain the company from passing on the entire rise. 

Chicago Pneumatie Tool Co., all of whose construction mining and road- 
building equipment uses steel and some aluminum, says its costs “will go up 
substantially.” In view of the present pressure on profit margins, comments 
Guy J. Coffey, president, “we undoubtedly will need some price help.” 

An officer of a Southwestern boiler manufacturer says there’s no question 
but that higher steel prices will have to be passed on to customers. “At the 
prices we're quoting now,” he says, “we certainly can’t absorb any steel price 
increase.” 

John L. McGara, president of Yuba Consolidated Industries, Inc., in San 
Francisco, a producer of processing equipment for the petroleum and chemical 
industries, as well as earth-moving equipment, estimates the steel price increase 
will boost his company’s manufacturing costs by 3 to 4 percent. “This is a cost 
that we will be forced to pass on to our customers,” he says, “because profit 
margins are already pinched so tightly it cannot be absorbed by us.” 

A spokesman for Foster Wheeler Corp., big boiler and refinery builder, says the 
company will pass along the increases immediately on all contracts which have 
a pricing escalator clause in them. But he says price increases on short- 
term projects won’t be made until current steel inventories are exhausted— 
“about 3 or 4 months’—but then, he adds, the company will pass along the 
increases “right to the last penny.” 

On many products, especially consumer wares, price hikes aren’t likely to 
show up at retail for several months, as manufacturers and merchants work off 
their inventories of goods bought before steel and aluminum price increases 
went into effect. 

A Midwestern manufacturer of camping equipment, air conditioners, and 
heating units says, for instance: “In about 30 to 90 days, the increase will 
be reflected in the prices of most of our products which contain steel.” Is he 
worried about the competition? Not a bit. “Our competitors are in the same 
boat,” he says. 

Donald Mitchell, vice president of big John E. Mitchell Co., in Dallas, says 
his company would have liked to hold the line on prices of its automobile air 
conditioners and cotton ginning equipment, “but maybe we'll have to change our 
minds now.” 

Some companies say they have no choice but to absorb most, if not all, of the 
increase because of competition. 

R. W. Stuart, executive vice president of Sumner Iron Works in Everett, 
Wash., a major producer of pulp and sawmill machinery, says flatly: ‘““We are 
going to have to absorb the steel price boost into our operations. It’s going to 
be tough and of course we don’t like it, but ample competition and present slow- 
ness in many mills that use our machinery make any price increases in our 
sales department at the present time inadvisable.” 


Out of profits 


“T guess most of the increase will have to come out of the company’s profits,” 
remarks W. E. Cranston, a vice president of Norris-Thermador Corp., Los 
Angeles producer of auto wheels, housewares, and other items. He figures 
the cost of producing auto wheels, for one example, will go up 1.5 percent as a 
result of the steel price hike. 

Cloyd Gray, president of W. R. Ames Co., of San Jose, Calif., manufacturer of 
portable irrigation equipment, pessimistically says: “I don’t see any possibility of 
raising prices. Our prices down 10 percent this year and the steel and aluminum 
increases will result in a further reduction in a nonexistent profit.” 
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A good many steel users say they’re not yet sure just what they will do to 
offset higher steel costs. Many indicate they'll bide their time—to see what 
competitors will do. 

Hans C. Glitsch, president of Glitsch & Sons, Inc., Dallas manufacturer of oil 
refinery equipment, notes for example that most of his company’s business is done 
on a bid basis. He says it will take bidding on 2 or 3 jobs before anyone will 
know whether the increases are to be absorbed or passed on. 

“Frankly,” says James V. Lester, vice president and treasurer of Standard 
Pressed Steel Co., of Jenkintown, Pa., “we don’t know what we are going to 
do, because we don‘t know what competition will do. It’s a question,’ he adds, 
“of how you can raise prices in the face of reduced business.” 

The sudden rash of price increases on steel and aluminum was not unexpected. 
Ever since July 1, when steel workers’ wages went up, there had been wide 
speculation about an eventual increase in steel prices. But producers, particu- 
larly United States Steel, hesitated to boost prices with the industry in a pro- 
duction slump and with producers in stiff competition for orders. But with 
auto industry ordering for new models now stepping up and with increasing 
signs the Nation is slowly pulling out of its recession, steelworkers now appar- 
ently believe higher prices can be made to stick. 

Steel industry production still is well below capacity, even though there’s 
been a pickup in recent weeks. This week, steel mills are scheduled to operate 
at 59 percent of capacity, compared with 57.3 percent last week. Increased 
activity in the Nation’s steel centers, of course, will have a significant impact 
on employment since much of the joblessness has been concentrated in this basic 
industry. 

Blunting a decrease 


The aluminum price increase, which many in the industry had expected to be 
bigger, wipes out part of a 2-cent-a-pound reduction made last April which put 
the light metal at 24 cents a pound. That decrease was triggered by Aluminium, 
Ltd., big Canadian producer, and followed only reluctantly by United States 
producers. On this day last year, aluminum was boosted a cent a pound, fol- 
lowing wage increases that went into effect in the industry on August 1, 1957. 

Higher prices in the steel industry also are probably going to add steam to 
demands in Congress for some sort of investigation of pricing in the industry. 
Chairman Kefauver, Democrat, of Tennessee, of the Senate Antitrust Subcom- 
mittee said yesterday that he would urge such an inquiry. There was some fear 
in Congress that widespread price hikes might slow the Nation’s economic 
recovery. 

Following are the new prices, the former levels, and the net increase per ton, 
for principal affected products of United States Steel Corp., and its Tennessee 
Coal & Iron division: 











| New price Old price Increase 
per ton per ton per ton 
Carbon steel products: | | 
IC i a ee a euenakbol $102. 00 | $98. 50 $3. 50 
Hot-rolled sheets: | | 
ae at I Te cecknwomun | 102. 00 98. 50 | 3. 50 
Pairieds WOTMS. ..<. occ cnckxcaucganckd Sie eS ae | 103. 00 99. 50 | 3. 50 
Ce I oe a3 cia dakiie datsaewoonmmsesl 125. 50 | 121.00 | 4. 50 
Pe TINH... Aitiche deeded edad | 126. 50 122. 00 4. 50 
Sr SN cen i 133. 50 132. 50 3. 00 
Galvanized sheets, flat or formed.......--.--.---.--.-...-- | 137. 50 132.00 | 5. 50 
Long-tern sheets i : Meneses oa 144. 50 | 140. 00 | 4. 50 
Electrical shects (electrical grade fully processed, cold re- | | 
duced, coil and cut lengths).....-...- Ss allatal Rae a lias --| 248. 00 241. 00 | 7.00 
High-strength steel: | 
United States Steel Corp., Tennessee: | 
int maiet Girne gs 8 site sinle ds canisct  pwibicbdoe deta | 150. 50 145, 50 5. 00 
A ELD ERE TILE IE LESLIE | 151. 50 | 146. 50 5.00 
PPC ook ar ne ent ate 151. 50 | 146. 50 | 5.00 
For principal affected carbon steel products at Columbia- | | 
Geneva steel division: | 
Hot-rolled sheets (18 gage and heavier): | } | 
NE ene een nnn ne ne canbe aannnae | 116. 00 | 112. 50 | 3. 50 
ten Sor ae eee le tb anc a oe Sel Dene eee 104. 00 100. 50 | 3. 50 
Galvanized sheets, flat or formed: | 
TTT nnn ene ee iad naeen 152. 50 147. 00 | 5. 50 
ey a ene a cereeirecene neem 117. 00 113. 50 | 3. 50 
Cold-rolled sheets, Pittsburg......................-.--...- | 144. 50 144. 00 4. 50 











4502 ADMINISTERED PRICES 


{The Washington Post, August 5, 1958] 
SPIRALS AND SPECTERS 


The new and continuing piecemeal increases in the price of steel are no less 
disquieting because they were expected and are, in all probability, at least partly 
justified by the automatic wage increase received July 1 by the steelworkers. 
They are disturbing because they are fresh and dramatic evidence that even the 
relatively severe recession of the past year has not, in the main, brought about the 
price reductions which many have believed must come before the economy can 
be restored to full health. For our part, we are not certain whether a general 
cut in prices would markedly spur recovery, although it could not fail to help. 
But we are convinced that if prices can continue to rise at a time of high unem- 
ployment and with steel mills, for example, operating at little more than half of 
capacity, there is not much prospect for price stability in times of full employment 
and high demand. 

In considering the general welfare, it matters little whether the steel industry 
could have managed to absorb more or all of the recent wage adjustment. That 
would, of course, have afforded a welcome break in the spiral. But there is 
nothing in the record to suggest that such restraint would temper union demands 
the next time around. More likely, such action would be cited to “prove” that 
steel profits had been excessive in order to buttress the case for new wage con- 
cessions. To get anywhere with this one, it is necessary to look at the chicken 
and the egg. 

The Senate Antitrust Subcommittee will hold hearings, starting today, which 
apparently will focus on the concentration of control and apparent lack of price 
competition in the steel industry. Although the whole business has been raked 
over many times, this has not been done in precisely the present context, when 
the enigma of inflation within recession is confounding predictions and prescrip- 
tions on allsides. For this reason it might be well to extend and broaden the new 
inquiry to cover labor monopolies and other pivotal industries. This little spiral 
in steel feeds and supports bigger spirals, and at the center is the awful specter 
of printing press money, revived in the fears of many observers during the recent 
period of weakness and disorder in the Government bond market. A solution 
more acceptable than price-wage controls may be elusive, but it will not be found 
in acquiescence or indifference. 


[Federal Trade Commission Docket 5253] 


SUPREME COURT OF THE UNITED STATES 





No. 63—October term, 1956 


Federal Trade Commission, petitioner v. National Lead Company, et al. 


ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
SEVENTH CIRCUIT 


[February 25, 1957] 


Mr. Justice CLARK delivered the opinion of the Court. 


The sole question involved in this proceeding under § 5 of the Federal Trade 
Commission Act* concerns the power of the Commission in framing an order 
pursuant to its finding that respondents had conspired to adopt and use a zone 
delivered pricing system in their sale of lead pigments.? In its general cease 
and desist order prohibiting concert of action among respondents in the further 
use of such system, the Commission inserted a provision directing each re- 
spondent individually to cease and desist from adopting the same or a similar 
system of pricing for the purpose or with the effect of “matching” the prices 





138 Stat. 719, as amended, 15 U.S. C. § 45. 

2The three principal lead pigments are dry white lead, white lead in oil, and the lead 
oxides, read lead and litharge. Dry white lead is a fine white powder used as a pigment 
in paints. White lead in oil is white lead with linseed oil added and is sold for use as 
the basic ingredient in exterior house paint. Lead oxides and litharge are sold to electre 
storage battery manufacturers as the basic raw material for battery plates. Red lead is 
also the basic ingredient in red lead paint commonly used as a protective coating for iron 
and steel structures. 
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of competitors. The respondents assert that this is beyond the power of the 
Commission, and the Court of Appeals agreed, 227 F. 2d 825, striking that 
provision from the Commission’s order. We granted certiorari, 351 U. S. 961, 
because of the importance of the question in the administration of the Act. 
We restore the stricken provision of the Commission order permitting it to 
stand with the interpretations placed upon it in this opinion. 


I 


The original proceeding under §5 of the Act was commenced in 1944. The 
order was entered on a second amended complaint filed in 1946. After pro- 
tracted hearings, the Commission entered its findings which the Court of 
Appeals has held to be supported by substantial evidence. The findings material 
here are as follows: 

The pricing practice of the industry as to the sale of white lead in oil 
prior to 1933 is not shown in the record. However, National Lead had as 
early as 1910 sold this pigment on the basis of territorial differentials involving 
free freight to specified towns. The differentials added to the base price were 
generally uniform for some 589 cities listed in National Lead’s pricing system 
in 1933. The charge to purchasers outside the listed cities was the base price 
plus actual freight to the nearest listed city. In the sales of dry white lead and 
lead oxides it appears that by the sales practice prior to 19383 there was a 
uniform delivered price in the case of the white lead, while the purchasers 
of lead oxides paid the freight charge in addition to the base price. 

Beginning in July 1933, the industry held a series of meetings in Chicago for 
the ostensible purpose of drafting a code of fair competition to govern it under 
the National Industrial Recovery Act. These meetings resulted in an under- 
standing and agreement among those attending, including respondents, to sell lead 
pigments “on the basis of flat delivered prices to customers within designated 
zones, With uniform differentials applicable as between such zones. * * *” 
49 F. T. C. 840. Four zoning systems were established covering the various lead 
pigments. As an example, the system for white lead in oil and “keg” products 
consisted of 12 geographical zones, one known aS a par zone. The remaining zones 
in this system were known as premium zones, the price in each being determined 
by adding a set premium to the par zone price. These premiums varied from 
$.125 per cwt. in two of the zones to a high of $1 per cwt. in the premium zone 
covering the State of New Mexico.* The zones were highly artificial and zone 
boundaries led to bizarre results at times with purchasers located near the plants 
of repsondents being charged higher prices than those located at a distance from 
the plants. The industry, including respondents, not only agreed to sell at the 
same zone delivered prices in identical geographical zones but also adopted uni- 
form discounts, terms of sale, and differentials with respect to certain of their 
products. A further agreement was to sell white lead in oil on the basis of con- 
signment contracts. 

The Commission stated that “nowhere in the code, nor in any preliminary draft 
of a code produced at the meetings of any of the committees, is there any reference 
to the use of zones or to territorial differences in the prices of lead pigments, or 
to the use of agency or consignment contracts or arrangements in the sale of white 
lead-in-oil.” Jd., at 889. The Commission added that “with certain exceptions, 
the respondents have followed the pricing practices and have adhered to the terms 
and conditions for the sale of lead pigments agreed upon in 1933 and 1934 as 
herein found from 1934 to the present time.” Jd., at 849. The respondents 
admit that they are bound by these findings and we see no reason to disturb them. 


II 


The Commission entered an order prohibiting respondents from entering into 
or carrying out any “planned common course of action,” agreement, or conspiracy 
to sell at prices determined pursuant to a “zone delivered price system,” or any 
other system resulting in identical prices at the points of sale. The order also 
included a provision, to which respondents strenuously object, directing each 
of them to cease and desist from “quoting or selling lead pigments at prices 


3The par zone includes a number of northeastern and midwestern States. However, 
some cities located within these States are excluded from the par zone. On the other hand, 
the San Francisco area is a par zone, as is the City of St. Louis, though both are located 
in States not included in par zone areas. For a detailed discussion and maps of the 
operation of the zone pricing system, see the findings, 49 F. T. C. 840-870. 
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calculated or determined in whole or in part pursuant to or in accordance with 
a zone delivered price system for the purpose or with the effect of systematically 
matching the delivered price quotations or the delivered prices of other sellers of 
lead pigments and thereby preventing purchasers from finding any advantage in 
price in dealing with one or more sellers as against another.” Jd., at 873-874. 

The Commission, in an accompanying opinion, stated that in all cases where 
it found violations of the law, “it is the Commission’s duty to determine to the 
best of its ability the remedy necessary to suppress such activity and to take 
every precaution to preclude its revival.” Jd., at 884. In this case, the opinion 
pointed out, the respondents cooperatively revised the pricing practices in the 
industry by establishing a ‘uniform zone pricing system.” Detailed discussions 
were carried on which resulted not only in an agreement, but “maps showing 
the boundaries of the zones to be observed * * * were distributed” by the indi- 
vidual respondents. IJd., at 884. Each respondent has “since that time * * * 
followed the pricing system and adhered to the zone boundaries so discussed and 
shown on these maps.” Jbid. Discussing the complaint, the Commission in its 
opinion further noted that charges were included against each respondent as to 
its individual use of and adherence to the zone system of selling “ ‘for the purpose 
and with the effect of enabling the respondents to match exactly their offers to 
sell lead pigments to any prospective purchaser at any destination, thereby elim- 
inating competition between and among themselves.’ * * * It was the adherence 
by each of them to this system of pricing that made the combination work. * * * 
Unless and until each of the respondents is prohibited from so adhering to the 
system and from so using the zones, the evils springing from the combination, 
one of which is to eliminate price competition, may well continue indefinitely. 
Unless the respondents, representing practically the entire economic power in the 
industry, are deprived of the device which made their combination effective, an 
order merely prohibiting the combination may well be a useless gesture.” Id., 
at 884-885. In its view, the Commission added, the “prohibition is necessary, not 
because it is unlawful in all circumstances for an individual seller, acting inde- 
pendently, to sell its products on a delivered price basis in specified territories, 
but to make the order fully effective against the trade restraining conspiracy in 
which each of the respondents [defendants] participated.” Jd., at 884. When 
and if competition is restored and the individual prohibition is no longer neces- 
sary, the Commission expressed its intention, upon application, to vacate the 
latter provision of its order. 

III 


At the beginning we must understand the limits of the contested portion of the 
order. First, it is temporary. Though its life expectancy is not definite, it is 
clear that the Commission was creating a breathing spell during which inde- 
pendent pricing might be established without the hang-over of the long-existing 
pattern of collusion. Second, the order is directed solely at the use of a zone 
delivered pricing system‘ and no other. This system is a pricing method based 
on geographic divisions or zones, the boundaries of which are entirely drawn by 
the seller. His delivered price is the same throughout a particular geographic 
zone so drawn up by him. Customarily the delivered price is different between 
zones, though as here, widely separated zones, geographically, might have the 
same delivered price. It is well to mention here that while this Court has 
passed upon the validity of basing point systems of sales, Corn Products Refining 
Co. v. Federal Trade Commission, 324 U. 8S. 726 (1945), it has not decided the 
validity of the zone pricing plan used here. Third, zone delivered pricing per se 
is not banned by the order. The Commission might have made the order more 
specific by entering a flat prohibition of the use for a definite period of the device 
found to be “the very cornerstone of the * * * conspiracy,” i. €., zone pricing. 
See Hartford-Empire Co. v. United States, 323 U. S. 386, 428 (1945), where the 
corporate defendants were enjoined from “forming or joining any such trade 
association” for a period of five years. But the Commission chose the more 
flexible sanction, i. e., the limited use of zone delivered pricing. However, it 
concluded that the future use should be temporarily restricted for the protection 
of the public. And so, delivered zone pricing violates the order only when two 
conditions are present: (1) identical prices with competitors (2) resulting from 
zone delivered pricing. Considering these conditions with the mechanics of the 
zone plan, we see that the only way prices can be systematically identical is for 





Our discussion of the zone delivered pricing system should in no way be construed as 
our approval of its use. We do not reach that question. 
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the zones of competitors to be so drawn as to be in whole or in part identical 
and for zone prices to be the same in those zones which coincide or overlap.® 

Respondents contend that the cease and desist order, as written, excludes the 
benefits of § 2 (b) of the Clayton Act. While §2 (b) “does not concern itself 
with pricing systems * * * [but] only [with] the seller’s ‘lower’ price and [with] 
that only to the extent that it is made ‘in good faith to meet an equally low price 
of a competitor,” Federal Trade Commission vy. A. H. Staley Mfg. Co., 324 
U. S. 746, 753 (1945), this section is read into every Commission order. Federal 
Trade Commission v. Ruberoid Co., 343 U. 8S. 470, 476 (1952). Since §2 (b) 
must, therefore, be read into this order the respondents are afforded all of the 
benefits of that section. 

IV 


It is the contention of respondents that the contested paragraph of the order 
effectively bans the noncollusive, individual use of zone pricing, a lawful, competi- 
tive sales method, and is therefore beyond the authority of the Commission. 
Respondents further assert that even if the Commission had such authority its 
exercise here was entirely improper, unnecessary, and would, in fact, hamper 
competition in the industry. They stress that the complaint did not include a 
charge that the individual use of zone pricing was unlawful; that it came into 
the case after the Trial Examiner had filed his recommended decision and order ; 
and that respondents were denied the opportunity of rebutting the charge by 
evidence showing zone pricing to be a “logical, economical and competitive 
method of doing business.” The insertion of the objectionable paragraph, they 
contend, violates due process in that they had no opportunity to defend. Since 
§ 2 (b) is read into every Commission order and since it. would allow respondents 
to rebut the charge, their contention is completely answered and we shall not 
deal with it further. 

It goes without saying that the requirements of a fair hearing include notice 
of the claims of the opposing party and an opportunity to meet them. Morgan v. 
United States, 304 U. S. 1 (19388). The record indicates that the respondents 
were afforded those safeguards. The emphasis that there was no charge, no 
evidence, no finding to support the inclusion of the objectionable provision in 
the order is misplaced. Its insertion was nothing more than a mode of imple- 
mentation, selected by the Commission, to enforce its findings of violations of the 
Act. Moreover, the record is replete with evidence that counsel supporting 
the complaint would seek the use of such a method of enforcement. As far back 
as in early 1947, while the case was before the examiner, the issue concerning 
the effect of the zone pricing system used by respondents was before the Com- 
mission on motions to dismiss. Admittedly Count II of the complaint dealt with 
the use of the zone system itself. The Commission overruled the motions to 
dismiss, adopting the view of counsel supporting the complaint that its allega- 
tions were directed “against the effects of the alleged system or method,” i. e., 
the zone pricing plan, and “not against individual instances” of discrimination 
in pricing. Furthermore, in May 1948, almost five years before the decree was 
entered, counsel supporting the complaint filed written exceptions to the recom- 
mended decision of the Examiner on the ground, among others, that it did not 
include a provision similar to the one objected to here. If respondents thought 
rebuttal evidence necessary, the record is bare of any effort on their part to 
offer it. Nor was any request made to reopen the case for that purpose after it 
reached the Commission. 

We pass on to respondents’ major contention questioning the power of the 
Commission. As the Court has said many times before, the Commission may 
exercise only the powers granted it by the Act. Federal Trade Commission v. 
Western Meat Co., 272 U. S. 554, 559 (1926). The relevant sections empower 
the Commission to prevent the use of unfair methods of competition and authorize 
it, after finding an unfair method present, to enter an order requiring the offender 
“to cease and desist” from using such unfair method. 

The Court has held that the Commission is clothed with wide discretion in 
determining the type of order that is necessary to bring an end to the unfair 
practices found to exist. In Jacob Siegel Co. v. Federal Trade Commission, 327 





5 At oral argument counsel for the Federal Trade Commission was requested by the 
Court to submit a statement on behalf of the Commission setting forth its view as to the 
scope of the disputed paragraph of the cease and desist order. In response, the Commission 
supplied its interpretation which coincides with that set out here. 

49 Stat. 1526, 15 U. S. C. § 13 (b). 
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U. S. 608 (1946), the Court named the Commission “the expert body to determine 
what remedy is necessary to eliminate the unfair or deceptive trade practices 
which have been disclosed. It has wide latitude and judgment and the courts 
will not interfere except where the remedy selected has no reasonable relation 
to the unlawful practices found to exist.” Jd., at 612-613. Thereafter, in Fed- 
eral Trade Commission v. Cement Institute, 333 U. S. 683, 726 (1948), the Court 
pointed out that the Congress, in passing the Act, “felt that courts needed the 
assistance of men trained to combat monopolistic practices in the framing of 
judicial decrees in antitrust litigation.” In the light of this, the Court reasoned, 
it should not “lightly modify” the orders of the Commission. Again in Federal 
Trade Commission v. Ruberoid Co., supra, at 473, we said that “if the Commission 
is to attain the objectives Congress envisioned, it cannot be required to confine 
its roadblock to the narrow lane the transgressor has traveled; it must be 
allowed effectively to close all roads to the prohibited goal, so that its order may 
not be by-passed with impunity.” We pointed out there that Congress had 
placed the primary responsibility for fashioning orders upon the Commission. 
These cases narrow the issue to the question: Does the remedy selected have a 
“reasonable relation to the unlawful practices found to exist’? We believe that 
it does. First, the simplicity of operation of the plan lends itself to unlawful 
manipulation; second, it had been used in the industry for almost a quarter of 
a century; and, third, its originator and chief beneficiary had been previously 
adjudged a violator of the antitrust laws. United States v. National Lead Co., 
332 U. 8.319 (1947). 

The respondents were found to have plaintly disregarded the law. In this re- 
spect the Commission correctly considered the circumstances under which the 
illegal acts occurred. Those in utter disregard of law, as here, “call for repres- 
sion by sterner measures than where the steps could reasonably have been thought 
permissible’. United States v. United States Gypsum Co., 340 U. 8S. 76, 89-90 
(1950). Respondents made no appeal from the findings as to their guilt. 
Having lost that battle they hope to win the war on the type of decree. They 
fight for the right to continue to use individually the very same weapon with 
which they carried on their unlawful enterprise. The Commission concluded 
that this must not be permitted. It was “not obliged to assume, contrary to 
common experience, that a violator of the antitrust laws will relinquish the 
fruits of his violation more completely than [it] requires * * *.” International 
Salt Co. v. United States, 332 U. S. 392, 400 (1947). Although the zone plan 
might be used for some lawful purposes, decrees often suppress a lawful device 
when it is used to carry out an unlawful purpose. Hthyl Gasoline Corp. v. 
United States, 309 U. S. 436 (1940) ; United States v. Bausch & Lomb Optical Co., 
321 U. 8. 707 (1944). In such instances the Court is obliged not only to suppress 
the unlawful practice but to take such reasonable action as is calculated to pre- 
clude the revival of the illegal practices. Ethyl Gasoline Corp. v. United 
States, supra, at 461; Local 167 I. B. T. v. United States, 291 U. S. 293 (1934). 
See also United States v. United States Gypsum Co., supra; United States v. 
Crescent Amusement Co., 323 U. S. 173, 188 (1944). We therefore conclude that 
under the circumstances here the Commission was justified in its determination 
that it was necessary to include some restraint in its order against the individual 
corporations in order to prevent a continuance of the unfair competitive practices 
found to exist. Federal Trade Commission v. Standard Education Society, 
302 U. S. 112, 120 (19387). We shall now examine the restraint imposed. 

Respondents point out that in only one other case in the long history of the 
Commission has a similar order been entered. They say our restoration of the 
contested paragraph will effectively prevent competition. In its supplemental 
memorandum, see note 4, supra, the Commission has clearly stated its under- 
standing of the scope and effect of the order. It is our conclusion that the 
order was not intended and does not prohibit or interfere with independent 
delivered zone pricing per se. Nor does it prohibit the practice of the absorption 
of actual freight as such in order to foster competition. Furthermore, as we 
have said, there is read into the order the provision of §2 (b) of the Clayton 
Act as to the right of a seller in good faith to meet the lower price of a com- 


7 We need not discuss the full scope of the powers of the Federal Trade Commission, nor 
their relative breadth in comparison with those of a court of equity. As this Court said 
in May Dept. Stores Co. vy. Labor Board, 326 U. 8S. 376, 390 (1945), “The test * * * is 
whether, the Board might have reasonably concluded * * * such an order was neces- 
sary : 
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petitor. This is not to say that a seller may plead this section in defense of 
the use of an entire pricing system. The section is designed to protect com- 
petitors in individual transactions. 

Respondents pose hypothetical situations which they say may rise up to 
plague them. However, “we think it would not be good judicial administration,” 
as our late Brother Jackson said in International Salt Co. v. United States, 332 
U. S. 392, 401 (1947), to strike the contested paragraph of the order to meet 
such conjectures. The Commission has reserved jurisdiction to meet just such 
contingencies. As actual situations arise they can be presented to the Com- 
mission in evidentiary form rather than as fantasies. And, we might add, if 
there is a burden that cannot be made lighter after application to the Commis- 
sion, then respondents must remember that those caught violating the Act must 
expect some fencing in. United States v. Crescent Amusement Co., supra, at 187. 


Reversed. 
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In the Matter of Chain Institute, Inc., an incorporated trade association, its 
directors, officers, and members ; American Chain & Cable Company, Inc.; the 
Bridgeport Chain € Manufacturing Company; the McKay Company; Pyrene 
Manufacturing Company; Hodell Chain Company; St. Pierre Chain Corpora- 
tion; S. G. Taylor Chain Company; Cleveland Chain & Manufacturing Com- 
pany; Columbus McKinnon Chain Corporation; International Chain & Manu- 
facturing Company; Nirdorff Krein Manufacturing Company; Peerless Chain 
Company; Round California Chain Company; J. M. Russell Manufacturing 
Company; Seattle Chain & Mfg. Company; Turner & Seymour Manufacturing 
Company; Western Chain Products Company; Woodhouse Chain Works; and 
Dennis A. Merriman; Waiter 8. McCann; Wm. D. Kirkpatrick; Frank A. 
Bond; George J. Campbell, Jr.; Alfred Peter Shirley, Floyd Bronson Olcott, 
and Forrest C. Nichols, copartners, trading as Shirley, Olcott € Nichols 


FINDINGS AS TO THE FACTS AND CONCLUSION 


Pursuant to the provisions of the Federal Trade Commission Act and to the 
provisions of an Act of Congress entitled “An Act to supplement existing laws 
against unlawful restraints and monopolies, and for other purposes,” approved 
October 15, 1914 (Clayton Act), as amended by an Act of Congress approved 
June 19, 1936 (Robinson-Patman Act), the Federal Trade Commission, on Octo- 
ber 9, 1945, issued and subsequently served its amended complaint in this pro- 
ceeding upon the respondents named in the caption hereof, charging them in 
Count I thereof with the use of unfair methods of competition and unfair and 
deceptive acts and practices in ecommerce in violation of the provisions of the 
Federal Trade Commission Act and charging certain of them in Count II there- 
of with discriminations in price in violation of the provisions of subsection (a) 
of Section 2 of the said Clayton Act as amended, in the sale of chain and chain 
products, said amended complaint being issued in the place of and instead of the 
complaint against the same respondents issued on December 22, 1942. 

After the issuance of the said amended complaint and the filing of respondents’ 
answers thereto, testimony and other evidence in support of and in opposition to 
the allegations of said amended complaint were introduced before a hearing 
examiner of the Commission theretofore duly designated by it, and the said 
testimony and other evidence were duly recorded and filed in the office of the 
Commission. Thereafter, this proceeding regularly came on for final hearing 
before the Commission on the complaint, the answers thereto, testimony and 
other evidence, recommended decision of the hearing examiner and exceptions 
thereto, briefs in support of and in opposition to the complaint, and oral argu- 
ments of opposing counsel; and the Commission, having duly considered the 
matter and having entered its order disposing of the exceptions to the rec- 
ommended decision of the hearing examiner and being now fully advised in the 
premises, finds that this proceeding is in the interest of the public and makes 
this its findings as to the facts and its conclusion drawn therefrom. 
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FINDINGS AS TO THE FACTS 


Paragraph 1. (1) Respondent Chain Institute, Inc., a trade association (some- 
times hereinafter referred to as “Institute”), is a corporation organized and 
existing under the laws of the State of Delaware, with its principal office at 208 
South La Salle Street, Chicago, Illinois. It was first organized in June 1933. 

(2) Respondent American Chain & Cable Company, Inc. (sometimes herein- 
after referred to as “American”) is a corporation organized and existing under 
the laws of the State of New York, with its principal office at Bridgeport, Con- 
necticut, and its general office at 230 Park Avenue, New York, New York. Said 
respondent manufactures and sells welded, weldless, and tire chains. It has 
a plant located at East Princess and Charles Streets, York, Pennsylvania, where 
it manufactures welded, weldless, and tire chain and a plant at Braddock, 
Pennsylvania, where it manufactures welded chain. Respondent American 
joined the Chain Institute in June 1933 and continuously since that time has 
been a member of the said Institute. 

(3) Respondent Bridgeport Chain & Manufacturing Company (sometimes 
hereinafter referred to as “Bridgeport’) is a Connecticut corporation, with its 
principal office and plant at 964 Crescent Avenue, Bridgeport, Connecticut. It 
manufactures and sells weldless chain and also sells welded and tire chain. 

(4) Respondent The McKay Company (sometimes hereinafter referred to as 
“McKay”) is a corporation organized and existing under the laws of the State 
of Pennsylvania, with its principal office located at McKay Building, Pittsburgh, 
Pennsylvania. Said respondent manufactures and sells welded, weldless, and 
tire chain. It has a plant at York, Pennsylvania, where it manufactures welded, 
weldless, and tire chain, and a plant at McKees Rocks, Pennsylvania, where it 
manufactures welded chain. Respondent McKay joined the respondent Institute 
in June 1933 and continuously since that time has been a member of the said 
Institute. 

(5) Respondent Pyrene Manufacturing Company (sometimes hereinafter re- 
ferred to as “Pyrene’’) is a corporation organized and existing under the laws 
of the State of Delaware, with its principal office located at 560 Blmnt. Avenue, 
Newark, New Jersey, and plant at Empire Street, Newark, New Jersey. Dur- 
ing the period covered by the amended complaint it manufactured and sold tire 
chain. This respondent sold its tire chain manufacturing facilities to The 
Newark Chain Company as of April 30, 1948. Respondent Pyrene joined the 
respondent Institute in June 1933 and was continuously a member of said Insti- 
tute during the period covered by the amended complaint. 

(6) Respondent Hodell Chain Company (sometimes hereinafter referred to 
as “Hodell”) is a corporation organized and existing under the laws of the State 
of Ohio, with its principal office located at 3924 Cooper Avenue, Cleveland, Ohio. 
Said respondent was organized in 1893 and, until July 1, 1936, traded under the 
name and title “Chain Products Company.” Prior to using this name, said 
respondent was known as the Cleveland Galvanizing Company. Said respondent 
has a plant in Cleveland, Ohio. It manufactures and sells welded, weldless, and 
tire chains. Said respondent joined the respondent Institute in 1935, and re- 
signed therefrom in 1939. 

(7) Respondent St. Pierre Chain Corporation (sometimes hereinafter referred 
to as “St. Pierre’) is a corporation organized and existing under the laws of 
the State of Massachusetts, with its principal office and plant located in Worces- 
ter, Mass. It manufactures and sells tire chain. Said respondent joined the 
respondent Institute in June 1933 and continuously since that time has been a 
member of said Institute. 

(8) Respondent S. G. Taylor Chain Company (sometimes hereinafter referred 
to as “Taylor”’) is a corporation organized and existing under the laws of the 
State of Illinois, with its principal office located at 3—-141st Street, Hammond, 
Indiana, and plant in Hammond, Indiana. It manufactures and sells welded 
and tire chain and also sells weldless chain. Said respondent joined respondent 
Institute in June 1933 and continuously since that time has been a member of 
said Institute. 

(9) Respondent Cleveland Chain & Manufacturing Company (sometimes here- 
inafter referred to as “Cleveland”’) is a corporation organized and existing under 
the laws of the State of Ohio, with principal office and plant located at Broadway 
and Henry Streets, Garfield Heights, Cleveland, Ohio. It manufactures and 
sells welded, weldless, and tire chain. Said respondent joined the respondent 
Institute in June 1933 and continuously since that time has been a member of 
said Institute. 
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(10) Respondent Columbus McKinnon Chain Corporation (sometimes herein- 
after referred to as “Columbus McKinnon”) is a corporation organized and exist- 
ing under the laws of the State of New York, with principal office and plant lo- 
cated at Tonawanda, New York. It manufactures and sells welded and tire 
chain and also sells weldless chain. Said respondent joined the respondent Insti- 
tute in June 1933 and continuously since that time has been a member of said 
Institute. 

(11) Respondent Campbell Chain Company (formerly International Chain & 
Manufacturing Company, and sometimes hereinafter referred to as “Interna- 
tional”) is a corporation organized and existing under the laws of the State of 
Pennsylvania, with its principal office and plant located at Norway and Elm, 
York, Pennsylvania. It manufactures and sells welded, weldless, and tire chain. 
Said respondent joined the respondent Institute in June 1933, resigned therefrom 
on June 17, 1939, rejoined on June 15, 1940, and continuously since the latter 
date has been a member of said Institute. 

(12) Respondent Nixdorff-Krein Manufacturing Company (sometimes herein- 
after referred to as “Nixdorff-Krein’’) is a corporation organized and existing 
under the laws of the State of Delaware, with its principal office located at 
900 Howard Street, St. Louis, Missouri, and plant at St. Louis, Missouri. It 
manufactures and sells welded and tire chain and also sells weldless chain. Said 
respondent joined the respondent Institute in June 1933 and continuously since 
that time has been a member of said Institute. 

(13) Respondent Peerless Chain Company (sometimes hereinafter referred 
to as “Peerless’”) is a corporation organized and existing under the laws of the 
State of Minnesota, with its principal office and plant located at Winona, Minne- 
sota. It manufactures and sells welded, weldless, and tire chain. Said respond- 
ent began to manufacture weldless chain in 1941; prior to that time it sold 
weldless chain manufactured by others. Said respondent joined the respondent 
Institute in July 1933 and continuously since that time has been a member of 
said Institute. 

(14) Respondent Round California Chain Company (sometimes hereinafter 
referred to as “Round California”) is a corporation organized and existing under 
the laws of the State of California, with its principal office and plant located 
on Bay Shore Highway, South San Francisco, California. It manufactures and 
sells welded chain and also sells weldless and tire chain. 

(15) Respondent The John M. Russell Manufacturing Company, Inc. (named 
in the complaint as J. M. Russell Manufacturing Company, and sometimes here- 
inafter referred to as “Russell”) is a corporation organized and existing under 
the laws of the State of Connecticut, with its principal office and plant located 
at Naugatuck, Connecticut. It manufactures and sells the type of weldless chain 
known as sash and kindred chain. Said respondent joined the Sash and Kindred 
Chain Group of respondent Institute in July 1933 and continuously since that 
time has been a member of the said Group of said Institute. 

(16) Respondent Seattle Chain & Mfg. Company (sometimes hereinafter re- 
ferred to as “Seattle’) is a corporation organized and existing under the laws 
of the State of Washington, with principal office and plant at 6921 East Marginal 
Way, Seattle, Washington. It manufactures and sells welded chain and also 
sells weldless and tire chain. 

(17) Respondents Turner & Seymour Manufacturing Company (sometimes 
hereinafter referred to as “Turner & Seymour’) is a corporation organized and 
existing under the laws of the State of Connecticut, with principal office and 
plant at Torrington, Connecticut. It manufactures and sells the type of weldless 
chain known as sash and kindred chain. Said respondent joined the Sash and 
Kindred Group of said respondent Institute in July 1933 and continuously since 
that time has been a member of said Group of said Institute. 

(18) Respondent Western Chain Products Company (sometimes hereinafter 
referred to as “Western’”’) is a corporation organized and existing under the 
laws of the State of Illinois, with its principal office and plant located at 1807 
West Belmont Avenue, Chicago, Illinois. It manufactures and sells welded, 
weldless, and tire chain. Said respondent began the manufacture of weldless 
chain in 1945; prior to that time it sold weldless chain manufactured by others. 
Said respondent joined the respondent Institute in July 1933 and continuously 
since that time has been a member of said Institute. 

(19) Respondent Woodhouse Chain Works (sometimes hereinafter referred to 
as ““Woodhouse”) is a corporation organized and existing under the laws of the 
State of New Jersey, with principal office and plant at 251 Third Street, Trenton, 
New Jersey. It manufacturers and sells welded chain and also sells weldless 































































































4510 ADMINISTERED PRICES 






and tire chain. Said respondent joined respondent Institute in June 19383 and 
continuously since that time has been a member of said Institute. Respondent 
Woodhouse was purchased by respondent Cleveland in 1947. 

(20) Respondent Dennis A. Merriman, an individual (sometimes hereinafter 
referred to as “Merriman’’), has been managing director of respondent Institute 
since August 1, 1938, with office located at 208 South La Salle Street, Chicago, 
Illinois. 

(21) Respondent Walter S. McCann, an individual (sometimes hereinafter re- 
ferred to as ““McCann’’), was secretary and treasurer of respondent Institute 
during part of the period covered by the amended complaint, with office located 
at 208 South La Salle Street, Chicago, Illinois. Respondent McCann died on 
May 19, 1945. As hereinafter used, the term “respondents” does not include 
McCann. 

(22) Respondent Wm. D. Kirkpatrick, an individual (sometimes hereinafter 
referred to as “Kirkpatrick’”’), is vice president of respondent American, and 
from 1942 to 1944 was president of respondent Institute. Since June 19388, he 
has represented respondent American in its membership in respondent Institute, 
and as such representative of respondent American has attended meetings of 
representatives of other members, and in that capacity served on committees of 
respondent Institute, wrote and otherwise communicated with other representa- 
tives of members of respondent Institute concerning action of the Institute, its 
officials, and members. 

(23) Respondent Frank A. Bond, an individual (sometimes hereinafter referred 
to as “Bond” ), is executive vice president and secretary of respondent McKay, 
with office located at McKay Building, Pittsburgh, Pennsylvania. Since 1933, 
he has represented respondent McKay in its membership in respondent In- 
stitute, and as such representative of McKay has attended meetings of repre- 
sentatives of other members, and in that capacity served on committees of re- 
spondent Institute, wrote and otherwise communicated with other representa- 
tives of members of respondent Institute concerning action of the Institute, its 
officials, and members. He has continuously since June 1933 served as chairman 
of the Traffic Committee of said Institute in dealing with freight-rate matters. 

(24) Respondent George J. Campbell, Jr., an individual (sometimes herein- 
after referred to as “Campbell” ), is, and has been since September 1941, president 
of respondent International, with offices located at the principal place of business 
of respondent International in York, Pennsylvania. From November 1942 to 
November 1944, he served as vice president of respondent Institute. Since 
September 1941, he has represented respondent International in its membership 
in respondent Institute, and as such representative of respondent International 
has attended meetings of representatives of other members, and in that capacity 
served on committees of respondent Institute and wrote and otherwise communi- 
cated with other representatives of members of respondent Institute concerning 
action of the Institute, its officials, and members. George J. Campbell, Sr., was 
president of respondent International from 1922 to September 9, 1941, when he 
died. From June 19, 1933, to June 17, 1989, and from June 15, 1940, to September 
9, 1941, he represented respondent International in its membership in respondent 
Institute, and as such representative of respondent International attended meet- 
ings of representatives of other members, and in that capacity served on com- 
mittees of respondent Institute and wrote and otherwise communicated with 
other representatives of members of respondent Institute concerning action of 
the Institute, its officials, and members. 

(25) Respondent Alfred Peter Shirley, an individual (sometimes hereinafter 
ings of representatives of other members, and in that capacity served on com- 
plaint, an engineer and manufacturers’ sales representative, and was a partner 
in the firm of Shirley, Olcott & Nichols, with offices in the Mills Building, Wash- 
ington, D. C. Respondent Shirley died on September 14, 1951. 

(26) Respondent Floyd B. Olcott (sometimes hereinafter referred to as “Ol- 
ecott’) is an individual residing at 7828 Orchid Street NW., Washington, D. C., 
who is an engineer and manufacturers’ sales representative and was a partner 
in the firm of Shirley, Olcott & Nichols, which maintained its offices in the Mills 
Building, Washington, D. C. 

(27) Respondent Forrest C. Nichols (sometimes hereinafter referred to as 
“Nichols”) is an individual residing at 4702 Quebec Place, Washington, D. C., 
who is an engineer and manufacturers’ sales representative and was a partner 
in the firm of Shirley, Olcott & Nichols, which maintained its offices in the Mills 
Building, Washington, D. C. 
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As hereinabove stated, respondent Shirley died on September 14, 1951. The 
partnership of Shirley, Olcott & Nichols was terminated on September 15, 1951. 
The arrangements between certain of the respondent manufacturers and Shirley, 
Olcott & Nichols relating to the sale of tire chain to the United States Govern- 
ment, all as described hereinafter, were terminated prior to the issuance of the 
original complaint herein. It does not appear that there is any likelihood that 
the arrangements may be resumed. The Commission is of the opinion that, 
under the circumstances, the amended complaint should be dismissed as to the 
respondents Shirley, Olcott, and Nichols. As hereinafter used, the term “re- 
spondents” does not include respondents Shirley, Olcott, and Nichols. 

Respondents Cleveland, Seattle, Round California, and Bridgeport are affili- 
ated through Common ownership of the controlling capital stock of each of said 
respective corporations. L. D. Cull is chairman of the board of directors of each 
of said four corporations. Through his representation of respondent Cleveland 
and its membership in respondent Institute, he also represented Seattle, Round 
California, and Bridgeport, and their interests, at meetings of members of the 
respondent Institute and in other activities of the Institute. Each of these affili- 
ated companies (now also including respondent Woodhouse), in addition to its 
own products, merchandises products of the others, and there are actual trans- 
actions of purchase and Sale between them. 

Each of the respondents described in this paragraph, subparagraphs (2) to 
(19), inclusive, sometimes hereinafter referred to as respondent manufacturers, 
was, during the period covered by the amended complaint, engaged in the manu- 
facture and sale of chain and chain products. The respondent Institute, de- 
scribed in subparagraph (1), and the individual respondents described in sub- 
paragraphs (20), (22), (23), and (24), have participated in the cooperative and 
collective action of all the respondents herein in the formation of and putting into 
operation and making effective the methods, systems, practices, and policies here- 
inafter described. 

Par. 2. Respondent manufacturers produce various types of steel, alloy-steel, 
and other metallic chain and chain parts. The principal types of chain involved 
are welded chain, weldless chain, and tire chain. 

Welded chain is so designated because each link is closed and sealed through 
welding. It includes chain of various sizes and weights for many uses, such as 
anchor chains, log chains, tie chains (for securing dairy cows at stanchions), tie- 
out chains (for use in securing cows and other animals for grazing, etc.), and 
trace chains (for harnessing teams and for other agricultural uses). Since the 
development of the art of electric welding, the welded-chain industry has used 
it for the mass production of welded chain. In the trade, most welded chain is 
also referred to as commercial chain and pound chain. Such welded chain is 
priced by the manufacturers On a per-pound basis. 

Weldless chain is, for the most part, light in weight and, in general, is used 
where the stronger chain is not required. Weldless chain is classified by the 
trade into two principal types: (1) Ordinary weldless chain, which is made by 
bending wire into the form of links and Knotting, rather than welding; this type 
of weldless chain is used as cow ties, porch-swing chain, well chain, dog leads, 
animal-trap chains, and for many other purposes; (2) sash and kindred chain, 
which is made by stamping or cutting the links from flat metal strip stock; this 
type of weldless chain is used as window sash chains, transom chains, ships’ 
telegraph chain, and for many other purposes. 

Tire chains are made by the welding process, but are so linked as to form two 
line chains connected by cross chains at equal distances so that they may be at- 
tached around the wheels of motorized equipment, including automobiles, trucks, 
and farm tractors. In the early days, side chains were weldless and cross chains 
were welded, but now side chains are welded also. Tire chain is sold to a differ- 
ent class of customers than either welded or weldless chain. 

Respondent manufacturers in the course and conduct of their business manu- 
facture, sell, and distribute substantially all the welded chain, weldless chain, 
including sash and kindred chain, and tire chain produced in the United States. 
There are some manufacturers of these products who are not members of re- 
spondent Institute and who are not respondents in this proceeding. One witness 
estimated that the manufacturers who are not members of the Institute produce 
15 percent of all the chain and chain products produced in the United States. 
The respondent manufacturers sell such products at various points throughout 
the United States to wholesalers, dealers, and consumers, including the United 
States Government, and, when sales are made, respondent manufacturers have 
regularly shipped, and do ship, said products to the purchasers at points in the 
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several States of the United States and the District of Columbia other than in 
the States of origin of the shipment. They are engaged in commerce, in selling 
and shipping said products, within the meaning of the term “commerce” as de- 
fined in the Federal Trade Commission Act. 

The respondent manufacturers Were, and are, in active competition with one 
another and with other members of the chain industry in making and seeking 
to make sales of their products in trade and commerce between and among the 
several States of the United States and in the District of Columbia, except to the 
extent that such competition has been restrained, lessened, or destroyed as here- 
inafter set forth. 

Par. 3. Welded chain has been generally quoted and sold on the basis of 
delivered prices computed by adding to a basic price f. 0. b. manufacturers’ or 
sellers’ plant an amount equal to the rail freight applicable to the particular 
shipment from Pittsburgh, Pennsylvania, to the point of delivery, irrespective 
of the point from which shipment was made. Such method of computing de- 
livered prices is sometimes referred to as the “Pittsburgh plus,” or single basing 
point delivered-price method or system. Under this method or system of pricing 
and selling, the cost to a buyer was the seller’s f. o. b. plant price plus an amount 
equal to the rail freight from Pittsburgh to the buyer’s destination. In instances 
where the seller shipped welded chain freight collect, the buyer paid the carrier 
the actual amount of the freight from the seller’s shipping point to the buyer’s 
destination, but an adjustment was made on the invoice for the difference 
between the actual freight paid and the rail freight from Pittsburgh to the 
buyer’s delivery point. If the seller prepaid the freight, the seller collected 
from the buyer an amount equal to the rail freight from Pittsburgh to the 
buyer’s delivery point. Consequently, in instances where the actual freight 
from the seller’s shipping point to the buyer’s delivery point was less than the 
rail freight from Pittsburgh to the buyer’s delivery point, the seller collected 
the difference. Such excess amount collected by the seller is sometimes referred 
to as “phantom freight.” When the actual freight from the seller’s shipping 
point to the buyer’s delivery point was greater than the rail freight would have 
been had the shipment been made from Pittsburgh, the seller absorbed the excess 
delivery charges. 

Since the issuance of the original complaint herein, certain of the respondents 
have ceased using this method of pricing and selling. Respondent Taylor, since 
June 1945, has sold welded chain f. o. b. its factory at Hammond, Indiana, 
equalizing freight with Pittsburgh. Since the early part of 1947, it has also 
equalized freight with Winona, Minnesota. Respondent Peerless began selling 
welded chain f. o. b. its factory at Winona, Minnesota, in the early part of 1947. 
Another variation from the described method of pricing and selling has occurred 
in the case of sales of welded chain by respondents Seattle and Round Cali- 
fornia, which are located on the West Coast. These two respondents have pub- 
lished the same base or list prices on welded chain as the eastern manufacturers. 
The cost to a buyer, however, was the base price plus an amount equal to the 
carload freight rate from Pittsburgh to the Pacific Coast and an amount to 
cover the cost of handling the chain, cutting it up into pieces as ordered, and 
shipping it to various distribution points along the Pacific Coast. For example, 
this additional charge in 1947 was $1.70 per hundred pounds. This was com- 
puted by adding to the carload freight rate from Pittsburgh ($1.47 per hundred 
pounds) a charge of 23 cents per hundred pounds to cover the cost of handling, 
eutting, and distribution. 

During the period covered by the amended complaint respondents American, 
Cleveland, Bridgeport, Round California, Seattle, Woodhouse, Columbus-McKin- 
non, Hodell, International, McKay, Nixdorff-Krein, Peerless, Taylor, and Western 
sold welded chain at prices calculated pursuant to and in accordance with the 
“Pittsburgh plus,” or single basing point delivered-price method or system 
described hereinabove. 

Par. 4. Weldless chain has been generally quoted and sold on the basis of 
delivered prices computed by adding to a basic price f. o. b. the seller’s plant 
an amount equal to the rail freight applicable to a particular shipment to the 
point of delivery from either York, Pennsylvania; Cleveland, Ohio; Cincinnati, 
Ohio; or Bridgeport, Connecticut, whichever point is located closest freightwise 
to the point of delivery, irrespective of the point from which shipment was 
actually made. Such method of computing delivered prices is sometimes referred 
to as the freight equalization delivered-price method or system. Under this 
method or system of pricing and selling the cost to a buyer was the seller’s 
f. o. b. plant price plus freight from the nearest freight equalization point. 
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In instances where the seller shipped weldless chain freight collect, the buyer 
paid the carrier the actual amount of the freight charges from the seller’s 
shipping point to the buyer’s delivery point. If the buyer’s delivery point was 
nearer freightwise to one of the freight equalization points than to the seller’s 
shipping point, the buyer was given credit on the invoice for the amount of the 
difference. The four equalization points named were not used indiscriminately 
as equalization points on all types of weldless chain, but were used only with 
respect to the prices of particular types of weldless chain as were manufactured 
at the particular equalization point in question. For example, the published 
discount sheets of respondent American show that on a majority of the weldless 
chain items freight was equalized with Cleveland, Ohio, and Bridgeport, Con- 
necticut. On a number of items freight was equalized with those two points 
and also with Cincinnati, Ohio, and on one item, furnace chain, freight was 
equalized not only with the three points named, but also with Holland, Michigan, 
where furnace chain is manufactured by the Holland Furnace Company (not a 
respondent in this proceeding). 

The principal manufacturers of weldless chain are located in York, Penn- 
sylvania; Cleveland, Ohio; Cincinnati, Ohio; and Bridgeport, Connecticut. 
Approximately 75 percent of the weldless chain sold in the United States is 
manufactured at these four places. The Cincinnati Pump Company (not a 
respondent in this proceeding), is located in Cincinnati, Ohio, which fact accounts 
for Cincinnati having been used as a freight equalization point on the types of 
chain manufactured by that company and by certain of the respondent manu- 
facturers. Respondent Peerless began manufacturing weldless chain in 1941 
and has a very small production capacity. It sells such weldless chain f. o. b. 
its factory in Winona, Minnesota. Respondent Western began to manufacture 
weldless chain in 1945 and since that time has sold such chain f. o. b. Chicago, 
where its plant is located, equalizing with other points of manufacture. 

Respondents Peerless and Western, prior to the dates they began to manufac- 
ture weldless chain, and the respondents Nixdorff-Krein, Taylor, Round Cali- 
fornia, Seattle, Columbus-McKinnon, and Woodhouse purchased their require- 
ments of weldless chain from manufacturers on the basis of f. o. b. the closest 
manufacturing plant to their places of business. In pricing the weldless chain 
#0 purchased for resale, these respondents, except Columbus-McKinnon, used 
the same freight equalization points as did the respondents which manufactured 
and sold weldless chain. For example, respondent Western’s purchases of weld- 
less chain from manufacturers were on an f. o. b. Cleveland basis, Cleveland being 
the closest equalization point to Chicago. Thus, Western paid the manufactur- 
er’s f. o. b. plant price plus freight from Cleveland to Chicago regardless of 
where the shipment originated, less a “courtesy” discount. Western then resold 
such chain on an f. o. b. Cleveland basis (or f. 0. b. one of the other equalization 
points if closer than Cleveland to the buyer’s delivery point). Respondent Co- 
lumbus-McKinnon’s price lists on weldless chain state that freight was equalized 
with various points. There is evidence in the record, however, that respondent 
Columbus-MckKinnon resold weldless chain, purchased by it, f. o. b. its plant at 
Tonowanda, New York, and on isolated occasions, f. o. b. Pittsburgh. Its sales of 
weldless chain amounted to less than one-half of one percent of its total chain 
sales. 

During the period covered by the amended complaint respondents American, 
Cleveland, Bridgeport, Round California, Seattle, Woodhouse, Hodell, Interna- 
tional, McKay, Nixdorff-Krein, Peerless, Russell, Taylor, Turner & Seymour 
and Western sold weldless chain at prices calculated pursuant to and in accord- 
ance with the freight equalization delivered-price method or system described 
hereinabove. 

Par. 5. Tire chains have been generally quoted and sold on the basis of f. 0. b. 
mill prices of so many dollars and cents per pair, with full freight allowed from 
the seller’s place of shipment to the buyer’s delivery point. Such method of 
computing delivered prices is sometimes referred to as the zone delivered-price 
method or system. On shipments where the buyer paid the carrier for the 
freight charges, allowances were generally made on the invoices for the amount 
of freight paid. The freight allowance was applicable only on certain minimum 
shipping quantity, which has generally been the same for the majority of the 
respondents selling tire chains. 

During the period covered by the amended complaint respondents American, 
Cleveland, Bridgeport, Round California, Seattle, Woodhouse, Columbus-Mc- 
Kinnon, Hodell, International, McKay, Nixdorff-Krein, Peerless, Pyrene, St. 
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Pierre, Taylor, and Western sold tire chains at prices calculated pursuant to and 
in accordance with the zone delivered-price method or system described herein- 
above. 

Par. 6. The respondent Institute was organized in June 1933 by respondents 
American, McKay, Pyrene, St. Pierre, Taylor, Cleveland, Columbus-McKinnon, 
International, Nixdorff-Krein, and Woodhouse. The respondents have oper- 
ated, and now operate, the Institute to promote and serve their mutual interest. 
Among the activities carried on by the respondents through the respondent In- 
stitute were the exchange of general information on market conditions, ex- 
change of information on labor conditions, cooperative advertising, attempting 
to secure a tariff on chain products to meet foreign competition, carrying on of a 
statistical program, and other activities, as described hereinbelow. 

(a) The minutes of formal meetings of the Institute do not show that present 
and future prices on chain and chain products were discussed at such meetings. 
Such minutes do show, however, that the respondent members formally adopted 
a program of checking on cipres charged in past and closed transactions, and 
that costs on products of the industry were discussed. There is substantial evi- 
dence in the record that present and future prices on chain and chain products 
were discussed and agreed upon on the occasion of Institute meetings and that 
the Institute was used as a means for promoting and maintaining adherence to 
the prices agreed upon. 

The nature of some of the discussions had on the occasion of Institute meet- 
ings with respect to prices is indicated by the following excerpts from the testi- 
mony of respondent Bond. 

“A. Well, frankly, you know how you do at these meetings. You hear a lot of 
tripe and a lot of crap and redtape which they put through, and they put on a 
lot of rigamarole and put you on these committees doing a lot of different things. 
A lot of it, too, has been very constructive, and I have been very active, and I 
spent a lot of time doing things I thought beneficial not only to my company but 
to the industry as a whole and of benefit ultimately for the good of the country 
as a whole. 

“But, after we get rid of a lot of this stuff, maybe while we are at lunch or 
adjourning for a drink or something, then we start talking. Maybe somebody 
will say to you, ‘You so-and-so son of a b., what did you do down at Bill Jones’? 
And you will say, ‘What did Ido? Well, he’d say, ‘You give them some extras.’ 
And then somebody calls somebody a liar and so forth, and then maybe he would 
say, ‘Well, I have got the evidence that you did, and you are a liar,’ and then you 
would get into a fight with this fellow, and first thing you know, somebody else 
would come up and listen to the conversation, and then there would be six of 
them there, and they would be picking on you—I don’t mean picking on me, but 
picking on these price cutters, you understand. 

“So, well, maybe by that time they had had three or four drinks and the thing 
begins to get a little tougher, and the drinks loosen up some tongues—of course, 
I don’t think, you understand now, gentlemen, therefore I was always in perfect 
control of my vocal cords, and I have a marvelous vocabulary, I can assure you, 
when it comes to calling names, and it has been tested by every member of the 
Institute, and when I call a guy a dirty, low kind of a so-and-so price cutter, he 
knows he has been called a price cutter. [Laughter.] 

“T will be frank, and if you want to crucify me, I will add this: I would tell 
him further that if he didn’t stop these damn price cuttings, I would show him 
how to cut prices, and many times I did cut them, and when I cut a price, and if it 
was your price I was cutting, take it from me, brother, you knew your price had 
been cut. 

“I could go on and on and on—but I want to say that when any two business- 
men get together, whether it is a Chain Institute meeting or a Bible class meet- 
ing, if they happen to belong to the same industry, just as soon as the prayers 
have been said, they start talking about the conditions in the industry, and it is 
bound definitely to gravitate, that talk, to the price structure in the industry. 
What else is there to talk about? And, a guy like me that doesn’t drink or get 
high and go to the bar—why, of course I had to defend myself in some other 
fashion than getting drunk and forgetting it—is there anything else you want 
me to tell you now? 

“Q. Is that the general sum and substance of these conversations that would 
e had? 

“A. Well, the ones off the record would be largely that, unless there were 

periods when there wasn’t any particular price cutting, then they would go out 
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and play golf and be gentlemen and have a good time; go up to Hershey, Penn- 
sylvania, for instance, where they had ball games, and that kind of stuff” 
(R. 1096-8). 

The activities of the respondents through the Institute and on the occasion 
of Institute meetings with respect to prices are indicated by numerous exhibits 
in the record. Excerpts from some of such exhibits are set out below. 

On August 20, 1987, George J. Campbell, Sr., now deceased, formerly president 
of International, wrote Mr. Reinicker of the John K. Wilson Company, a cus- 
tomer of International, stating in part: 

“These [There] has been so much cutting of all types of chain and tire chains, 
ete., that the writer has about made up his mind to withdraw from any price 
situation whatever with anyone and go my own way. This means, of course, 
a general dropping of everything to practically cost and maybe we can secure 
something here and there and be just as well off. In other words, every year on 
the tire chain, the McKay Company, Cleveland, or one of these other fellows go 
after my customers and we have to meet the price at a very low discount and 
then we are held off from quoting the nice jobbing business that McKay, Ameri- 
can, and the other fellows get at the high prices, so I have warned them for 
three years now if it happens this year I would withdraw from any price 
situation whatever and go right after the business of all the jobbers at any 
price that I see fit to make. We have made up our minds on this and have 
already sent word to some of our salesmen as to just how far they can go and that 
matter I will also take up with you for the few customers that Jack has sold, 
so as to put them in the right light” (Comm. Ex. 320). 

On November 22, 1937, George J. Campbell, Sr., wrote Mr. Reinicker, in part: 

“Just returned from the meeting in New York and nothing was mentioned about 
trace chains and tire chains took up most of the time. 

= * * * * * a 


“The few minutes left to talk things over was the matter of Pound Chain 
prices. It was acknowledged by those in attendance that the price of Pound 
Chain for the last month or so anyway has been on a basis of 3314-10 percent, 
f. o. b. Pittsburgh. 

“The understanding left was that we should drift along for another month and 
not to make any public price of 3314-10 percent but everybody I think left the 
room with a note in the back of their head that hereafter the price of pound 
chain is 3314-10 percent. You can notify your men to accept any Pound Chain 
business offered to them on the basis of 3314-10 percent, f. o. b. Pittsburgh, from 
the present list” (Comm. Ex. 323). 

The minutes of a meeting of the Institute held in New York on November 18-19, 
1937, presumably the meeting referred to in the above excerpt, contain no 
reference to the discussion had as to prices on pound chain. Such minutes do 
show, however, that the members present unanimously adopted a program of 
checking on past and closed transactions. Respondents American, Cleveland 
(and associated companies), Columbus McKinnon, Hodell, International, McKay, 
Nixdorff-Krein, St. Pierre, Taylor, Western, and Woodhouse were represented 
at that particular meeting. 

On March 11, 1938, George J. Campbell, Sr., wrote Mr. Reinicker concerning 
a meeting of the Institute held in Pittsburgh on March 8, 1938, stating in part: 

“We had a very interesting and serious meeting again in Pittsburgh. A new 
sheet will be out on Trace Chains any day, and I believe it will be on a basis of 
$64,000 for 7-8-2 traces, less 20%, with confidential 10%, f. o. b. Pittsburgh, Pa. 
‘ “Pound Chain—same as heretofore—3314%, with confidential 10%” (Comm. 

=z. 30a). 

On April 4, 1988, George J. Campbell, Sr., wrote John K. Wilson, of the John 
K. Wilson Company, concerning a meeting of the Institute held in Washington, 
D. C., on April 1, 1938, stating in part: 

“Nothing was changed at the meeting. The price on trace chains you have, 
and the price on pound chain is supposed to be 33144% and the 10% confidential’ 
(Comm. Ex. 352). 

On April 18, 19388, W. C. Perkins, manager of the Pittsburgh sales office of 
respondent American, wrote A. P. Van Schaick, now deceased, formerly general 
sales manager of American, in part: 

“Now as to the matter of price on traces, the old list price of $57.50 less 
20-10% seems to be prevalent, so that no competitor evidently attached much 
importance to the statement you made at the Institute meeting here in Pitts- 
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burgh as to what we would do if the 64¢ list price and the agreed discount were 
not maintained. * * * 

“You will recall my unfavorable reaction to the program that was set up here 
March 9th, and I predicted it would be shot all to pieces and no effort to maintain 
it within thirty days. It did not take that long, and I am convinced some of our 
competitors were anxious to have the agreed program announced simply to give 
them a little more margin to chisel on” (Comm. Ex. 84-B). 

On November 14, 1938, respondent Kirkpatrick, vice president of American, 
wrote W. C. Perkins, manager of the Pittsburgh sales office of American, in part: 

“T am not sure I told you that on Thursday and Friday of this week we will 
have a Chain Institute meeting. Of course, you know how we have been fighting 
for price stabilization and perhaps you will run into some irregularities where 
you will see positive evidence of price weakening. If you have any definite infor- 
mation, will you kindly get it to me prior to this meeting * * *” (Comm. Ex. 91). 

On December 22, 1938, George J. Campbell, Sr., wrote John K. Wilson, in part: 

“Have just returned from the Chicago meeting and sorry to state that thru 
the stubbornness of American Chain Company, the prices of chain still stands 
‘status quo,’ the same as what you have sent out in your letters. They are still 
crying about that letter you sent out, stating that they lost thousands of dollars 
by meeting those prices, especially the $2.75 on the Inco chain. 

* a + * + * “a 


“We also were advised at the meeting that the reason American Chain Com- 
pany, and in fact a couple of the others, did not want to advance the prices at 
the present time [was] because they thought the market should be better sta- 
bilized, as they heard that there was an extra 5% out in several places” (Comm. 
Ex. 340). 

On August 7, 1939, W. C. Perkins sent a telegram to J. B. Taylor, representa- 
tive of respondent American in Dallas, Texas, stating in part: 

“Complaint has been made to headquarters by other chain manufacturers that 
you are broadcasting discount of thirty three and third and three tens on 
pound chain which they claim is upsetting the market and bringing complaints 
from their customers to whom they have not given this discount” (Comm. Ex. 
71). 

L. D. Cull, an official of respondents Cleveland, Bridgeport, Seattle, Round 
California, and Woodhouse, wrote W. D. Kirkpatrick on December 6, 1939, in 
part: 

“I quite agree with you that there is a big possibility that we will drift very 
rapidly into what George Campbell has predicted. In fact I have reason to 
know that the present jobber setup on tire chains is likely to be undermined 
considerably by those on the outside if we who are members of the Institute 
invite the spread of the ‘smallpox’ which has invaded the so-called gyp trade, 
by using unbranded chains at comparable prices. Our company has lost a lot of 
gyp business by not meeting the situation in that field and therefore realize 
how it feels to have chunks of business get away, but are willing to go a long 
way in a constructive program to both prevent the spread of the disease and also 
cure it, where it now exists. 

“You recall the saying, ‘the poor we will always have with us’—in the same 
way there will always be the price cutter. But if we can steer the program right 
I am sure by ignoring the very small portion of the business thus taken, we will 
find a handsome return on the rest of it when we balance our books at the end 
of the year. 

“Of course some of us can go along for many, many years even on the basis 
of the past year, but what’s the use of using skimmed milk when we might be 
having cream? Personally, I think Don’s enthusiasm could be used to mighty 
good advantage. What do you say, Kirk?” (Comm. Ex. 178). 

On July 15, 1940, George J. Campbell, Sr., wrote Hamilton Hart, Knoxville, 
Tennessee, in part: 

“Might state, Ham, that the writer attended a meeting, a certain meeting, the 
past week and I feel sure there will be no further drop in the price of chain 
but would not be surprised if there was an advance shortly on some of the lines” 
(Comm. Ex. 330). 

Also, on July 15, 1940, George J. Campbell, Sr., wrote John K. Wilson, in 
part: 

“Jack, very, very confidentially and, for heaven’s sakes, do not give it out, 
there is probably going to be a raise in the price of pound chain and other 
lines of chain now very, very shortly. It will not be a great raise in the price 
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from the regular printed discount but, it will be a tremendous increase from the 
10-10-10% on pound chain that we are now giving out and I think, Jack, that 
you will find when these new prices are given out, they are going to be held just 
as firmly as the trace chain prices and also I think the Hodell people are about 
through with any cut prices on any line of chain” (Comm. Ex. 332). 

The respondents contend that the letters in evidence written by George J. 
Campbell, Sr., from which a number of the above excerpts are taken, are not 
entitled to evidentiary value since the writer of the letters died before this pro- 
ceeding began; since there is credible evidence in the record by which the 
writer is shown to have been prone to exaggeration and misstatements; and 
since any inferences of price fixing which might be drawn from such letters 
were categorically refuted by the uncontradicted testimony of respondents’ wit- 
nesses that there has never been any price fixing in the chain industry. The 
Commission rejects these contentions. The letters are entitled to, and were 
given, evidentiary value in connection with the finding that the respondents dis- 
cussed and agreed upon prices on the occasion of Institute meetings. The dis- 
cussions, understandings, and agreements indicated by such letters are, for the 
most part, corroborated by other evidence in the record. For example, two of 
the corroborated by other evidence in the record. For example, two of the 
above excerpts are from letters written by George J. Campbell, Sr., on July 15, 
1940. The quoted excerpts clearly support an inference that an agreement had 
been reached at a meeting of the Institute to increase the price of pound chain 
and other lines of chain shortly. Additional facts which were considered in 
this connection are that a meeting of the Institute was held in Cleveland, Ohio, 
on July i0-11, 1940, at which Mr. Campbell represented respondent Interna- 
tional. Respondents American, Cleveland (and associated companies), Colum- 
bus McKinnon, McKay, Nixdorff-Krein, Peerless, Pyrene, Taylor, and Western 
were also represented at such meeting. Respondent American announced an 
increase in price on certain items of welded chain as of July 22, 1940. Increases 
identical with those announced by American were reflected in the price list of 
Columbus McKinnon dated July 22, 1940, of Cleveland, Bridgeport, Seattle, 
Round California and Nixdorff-Krein dated July 23, 1940, of International, 
Western and Woodhouse dated July 25, 1940, of McKay dated July 26, 1940, and 
of Hodell and Taylor dated July 29, 1940. 

(b) Respondent Merriman was employed as managing director of the Chain 
Institute on or about August 1, 1938, and has served in that capacity since that 
date. Prior to the employment of respondent Merriman, and especially during 
the years of 1982, 1933, 1936, and 1988, which were years of business depression 
in the Chain Industry, the respondent manufacturers were not adhering to 
their announced or published prices in connection with many sales. The re- 
spondents desired that prices be stabilized, and among the duties which Merri- 
man was expected to perform, and did perform, was that of exhorting the 
respondent manufacturers not to sell their products at less than their pub- 
lished prices. A committee of the Institute, composed of W. D. Kirpatrick, 
vice president of American, George J. Campbell, Sr., president of International, 
and D. 8. Brisbin, vice president of Columbus McKinnon, contacted Merriman 
with a view to retaining him to serve the Institute. On July 1, 1988, George 
J. Campbell, Sr., wrote H. G. Reinicker, of John K. Wilson Company, in part: 

“This is unsusually confidential, and wish you would keep it to yourselves, 
that we are figuring around on a new man to run the industry, something like 
a Judge Landis, or a moving-picture boss, or something like that, that can hold 
the ‘brothers’ more in line than they have been in the past; and we have left 
the matter to a committee, of which I am one of the members, to decide between 
two very good men; so that I think that things are moving in the right direc- 
tion for the stabilization of prices in the industry. They are all pretty well sick 
of the present situation, with no business and low prices” (Comm. Ex. 357). 

Again, on July 11, 1938, George J. Campbell, Sr., wrote H. G. Reinicker, in 
part: 

“* * * Confidentially, Harry, I am going out with a committee of two other 
men from the larger manufacturers, and one of which is—in fact, it is American 
Chain and Columbus McKinnon—Mr. Kirkpatrick and Mr. Brisbin—to get in 
touch with Dennis Merriman [sic], who was let out of the American Steel & 
Wire Company a short while ago, to see if we can get him, or persuade him, to 
act as the ‘Judge Landis’ of the Chain Industry. 

“TI hestitate to do anything now, after having been placed on this committee, 
and am going out to Chicago to see this fellow, until I have a talk with him to 
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see if we can persuade him to take the job; and also, if we can persuade him 
to act a little sharp on any such practices as is now going on in the industry. 
This means, of course, if it goes through, that I will have to live up to the regular 
prices, but I think we can afford to do that now, rather than have all these 
Pom and fives and make no profit after we get the business * * *” (Comm. Ex. 
349). 

At a meeting of the Institute held on July 28-29, 1938, at which respondents 
American, Cleveland (and associated companies), Columbus McKinnon, Hodell, 
International, McKay, Nixdorff-Krein, Pyrene, St. Pierre, Turner & Seymour, 
and Western were represented, the above-named committee was authorized to 
conclude arrangements with Merriman for his employment at a starting salary 
of $6,000 per year, effective August 1, 1988. Prior to his employment by the 
Institute, Merriman had been vice-president and general manager of a large 
steel fabricating company, from which position he had been retired, and in 
which position he had frequent contact with jobbers in the same field as the 
chain manufacturers sell. Merriman had strong personal views concerning 
adherence by sellers to their published prices, which views were known to the 
members of the Institute prior to his employment. In an address to the mem- 
bers of the Institute prior to his employment, he said among other things: 

“We know that agreements on prices are contrary to law. Personally, I 
never did believe in price agreements because there are at least half-a-dozen 
ways in which any agreement can be broken—and, in the final analysis, the 
question is one of 

“Good faith among the various concerns engaged in the Industry; 

“Good faith on the part of the individual members of the firms; 

“Recognition of the principle—Live and Let Live ;’ 

“Acknowledgement of the fact that price competition is just like water, 
which will always seek its own level—either up or down. 

“There is a foolish notion existing in some quarters (and among those who 
are, in their own estimation, past masters on how to conduct any and every 
form of business), but the fact is these people just don’t know the first thing 
about merchandising. Rarely will any first class Manufacturer deliberately 
cut a price on his product of equal quality with those of competitors. It has 
been done, but it is the exception rather than the rule” (Comm. Ex. 225-1). 

There is testimony in the record to the effect that respondent Merriman had 
no function, control, or authority in connection with the prices of chain and 
chain products. Nevertheless, inquiries and complaints as to price cutting made 
to Merriman by members of the Institute were investigated by him, at least to 
the extent of asking the member accused of having sold at less than the pub- 
lished price whether that was true and then reporting whatever reply he re- 
ceived to the member making the inquiry or registering the complaint. For 
example, on August 4, 1939, J. E. Seitz, of respondent American, wrote W. C. 
Perkins, manager of the Pittsburgh sales office of respondent American, as 
follows: 

“Merriman has called my attention to the fact that Jack Taylor is broad- 
easting a discount of 3314-10-10-10% in Oklahoma and Texas. He is not con- 
fining this to our loyal customers but apparently is quoting it to everyone 
‘irregardless.’ This means that people who have not been loyal to us during 
the past are reporting it back to their present source of supply. 

“Merriman suggested that I call your attention to this as they are looking 
for leadership rather than to break the market. He has a report that Tru-Test 
will meet this price if it is continued to be quoted, and Biddle are also report- 
ing on it, so it will probably be done very shortly and then we are going to be 
blamed for putting this discount in effect generally” (Comm. Ex. 72). 

Mr. Perkins answered the above letter on August 7, 1939, as follows: 

“T have your letter of the 4th inst. regarding reputed activity of Jack Taylor 
in quoting price on Pound Chain. 

“IT get very much fed up on the ’holier than thou’ attitude of some of our 
competitors who have been quoting 3314-10-10-10™% all along on Pound Chain 
and have not hesitated to give this price to our customers who never buy any- 
thing from them. 

“The complaints to D. A. M. look to me like a smoke screen to hide some 
culprit’s irregularities. I am just as anxious as anyone to see this price stabi- 
lized, and we have not now, as has heretofore been the case, made this price until 
after we found others were quoting it. 
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“I have telegraphed Jack as per attached copy of wire, and will pass his 
reply and explanation to you as soon as received. I am quoting telegraph reply 
of even date from Jack Taylor as follows: 

“*Retail price pound chain working under impression this price general 
however will be governed per wire have not quoted other than regular accounts 
except few cases larger accounts who already had price stop some have five 
percent beyond from competition please advise position regards regular oil field 
supply houses’ ” (Comm. Ex. 70). 

On August 8, 1939, J. E. Seitz wrote Merriman as follows: 

“After our conversation last week concerning operation in Oklahoma and 
Texas I contacted Perkins and he in turn got in touch with Jack Taylor. We 
have his statement that he was advised in numerous places of the discount of 
3314-10-10-10% having been quoted before he even thought of quoting same, 
or was authorized to meet this price. 

“Naturally after these reports were passed along he was given authority to 
meet the price and, to our good customers, authorized to quote this discount. 
In fact, we have heard of a discount of 5% beyond the discount referred to above. 
It has been quite evident from reports we have had that others have not refrained 
from quoting our friends this discount of 33144-10-10-10%, even to people who 
have not been buying at all from them. As you know we have adhered to our 
published price more religiously than anyone else but we cannot sit idly by and 
lose all of our customers. 

“Instructions have been issued that this special discount is not to be quoted 
promiscuously” (Comm. Ex. 69). 

On June 29, 1939, Merriman wrote George J. Campbell, Sr., president of re- 
spondent International, as follows: 

“Your letter of the 28th concerning the price Hodell is making on tie-out 
chains. I have not had this information from any other source, but I am not 
questioning the correctness of your report. Neither do I know anything about 
an extra 10% on pound chain. It is my belief that the pound chain market is 
being pretty well maintained. I have said many times over that to expect one 
hundred percent perfect situations would be foolish. Anybody who wants to 
quote any price they please on pound chain, or any other chain has that privilege, 
for there is no obligation to do otherwise, except that all manufacturers have an 
obligation not to discriminate between customers in the same competitive fields. 

“Your letter indicates that you are meeting Hodell’s prices wherever they are 
reported, and whatever they might be, and if that is going to be your policy it 
seems to me somebody else will feel disposed to meet your prices, and some 
fourth manufacturer will be disposed to meet the prices of the third, and there 
you have the vicious circle, or endless chain, and you have no market at all. 

“The result of this is that Hodell, with a very small percentage of the total 
chain business, is making the market for more than 95 percent of the industry. 
Some time ago President Roosevelt described some of the parties in the cutting 
prices activities as chiselers, and it is generally recognized that a reputable 
concern having a published price should maintain that price unless circumstances 
force them in a hurry to modify it. 

“Hodell has the privilege of making any price he pleases. He is seemingly 
a member of the Institute, but in my opinion is not actually one. Every other 
manufacturer in the Institute has the same privilege you have of making any 
price you please, but I ask you again to count the cost. You will share in the 
losses in direct proportion to the percentage of the business you secure, and it 
is not a question of one year, but probably ten years before profits might be 
secured. 

“With business acknowledged to be around fifty percent of normal, great care 
must be taken on the part of every manufacturer unless he proposes to turn things 
upside down. Every manufacturer is entitled to a legitimate profit so as to pay 
fair salaries and wages, and, if possible, certain taxes for the maintenance of 
the government. This can’t be done by selling goods below cost. 

“Tf Hodell was to take enough business to run full for the balance of this year, 
the tonnage involved would not hurt anyone. There are others producing chain 
outside of the Institute we never hear about, and nobody seems to care, so why 
concentrate on everything Hodell does. 

“This is just a heart-to-heart personal talk in the hope that you will consider 
this subject thoroughly and from the standpoint of the most good for all, and if 
you do, that means is going to do the most good for you also. 
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“In all my experience I have seen so many situations somewhat similar to 
this and when reason did not prevail, the result was chaos and ruin for some. 
Nobody wants to see that happen. 

“You refer to prices on trace chains. I do not know what Hodell is quoting 
on trace chains, but there is a report that your chains are being offered—since 
May 23—at 20-10-5% and can now be secured on that basis. If that is so, you 
have no complaint against anyone, and in view of all I heard about the dis- 
astrous price on trace chains and the loss at which they are selling, Iam ata 
loss to understand why these prices sould rule. 

“There is no use in trying to attach the blame to any one manufacturer. In 
my opinion all share in the responsibility. Again I say, it is your mill, your 
product, your money invested, and you can make any price you please but once 
again—count the loss, not for today, but for the next ten years” (Comm. Ex. 182). 

On September 24, 1940, respondent Bond, vice president of McKay, wrote W. H. 
Reid, a salesman of McKay, as follows: 

“Merriman contacted Carroll, who states they haven’t sold Georgia Supply in 
the last year, and if Gantz makes this statement, I would believe him. We are 
checking further. 

“Campbell, of International, advises the last sale of Trace Chains to Kaminski 
was on June 20, 1989. Since then—no correspondence, no quotations, and no 
business dealings in any way” (Comm. Ex. 411). 

On February 19, 1941, respondent Bond wrote W. H. Reid as follows: 

“T have your various reports and have passed the information on to our friend 
Merriman, as per copy herewith, and am also giving copy of this to Fred Smith. 

“All we can do is do our damndest—imeet the situations when, as, and if we 
get the chance, but still adhere to our policy of not indiscriminately breaking 
down the price structure as the whole thing doesn’t make sense” (Comm. Ex. 
404). 

Merriman also made speeches at Institute meeting in the course of which he 
expounded his personal philosophy with respect to selling in accordance with 
published prices. For instance, at a meeting of the Institute held on January 
10-11, 1940, Merriman said, in part: 

“Based on my own experience, I consider it a sign of weakness for any sales 
manager to feel obliged to sell his product below the price of a competitor for 
similar quality and service. Competition is like water; it seeks its own level, 
up or down, and while there always will be variations in prices owing to different 
conditions existing, there is no reasonable excuse why any first class concern 
should have a published list of prices and then deliberately shade them. 

* * * ak * * * 


“If the members of this Institute will exercise good common sense and think 
twice as to what the reaction may be on the entire market before cutting prices 
at any time on any product, then the results at the end of 1940 will be satisfactory 
from the standpoint of profits, and other problems we have to consider will, we 
feel sure, be taken care of in a pleasant and agreeable manner” (Comm. Ex. 
212-E, H). 

By impressing upon the members of the Institute his views to the effect that 
each member should adhere strictly to its published prices, and in aiding the 
members in detecting those members who did not so adhere, respondent Merri- 
man contributed materially to the plan of all the respondents to prevent de- 
partures from the prices established pursuant to the pricing systems described 
hereinbefore. 

(c) The respondents’ activities to prevent sales at prices less than those in 
published list prices and published discounts therefrom were not confined, how- 
ever, to the above-described activities. The more direct method of one respond- 
ent manufacturer inquiring of another as to whether, or why, a particular sale 
or offer to sell had been made to a particular customer at less than the published 
price was resorted to in numerous instances. 

For example, on July 15, 1937, George J. Campbell, Sr., wrote N. G. Reinicker, 
one of International’s customers, in part: 

“Just hung up the ’phone from talking with Van Schaick of Bridgeport. 

“Van is very angry with me, although he talked nicely, and stated he didn’t 
know what in the devil I was doing about trace chains, especially in stealing his 
customer. He stated he had the Monroe Hardware Company order for the last 
three weeks at regular prices, and now he states we have taken the business 
away from him, and they feel a little peeved about it, and suggested that prob- 
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ably the result would be, if it kept on, that all prices would reach the level that 
we made. 

“Would suggest that your men keep away as much as possible from any of 
the American Chain Company’s customers, because they are the ones that, of 
course, ‘pull the whole temple down,’ while the others, like McKay, will just 
have to ‘bite their tongue’ and stand for it” (Comm. Ex. 364). 

Again, on August 4, 19387, Mr. Campbell wrote the same customer, in part: 

“Was just talking to the boys, and I just had a call from one of the other 
manufacturers in the Southwest, and he asked me if we had made an additional 
5% off the old price list. I told him of a couple [of] instances, because I knew 
he knew something or he wouldn’t have asked me. 

“Inasmuch as we are now all endeavoring to get the prices up, and also inas- 
much as I think you will agree with me, we have sold about as many of the trace 
chain customers, which includes pound chain, as it is possible to sell this year, 
hadn’t we better now start to quote the pound chain from the new list, even 
tho we allow a 5% on that; but try to get the old list outlawed if we possi- 
bly can, before the American Chain or someone else comes out with their list 
the same as the one before this one” (Comm. Ex. 369). 

On September 11, 1937, Mr. Campbell wrote Mr. Reinicker, in part: 

“We received the following information from Mr. Edgar Littmann of the Mix- 
dorff-Krein Company, that on August 12th their representative called on Mont- 
gomery & Crawford, and they offered him traces at an extra 10% which their 
representative declined. The buyer laughingly then admitted that he had no 
such prices but that he had already placed his order with his regular source 
of supply, and had written them he had an offer on Traces of an extra 5%, and 
was now awaiting a reply from the regular source as to whether they would 
meet” (Comm. Ex. 373). 

With respect to a complaint that American had quoted a particular price on 
tie-out chains, Mr. Campbell, on November 11, 1937, in a letter to N. G. Reinicker, 
stated, in part: 

“Believe it is best to check up some times when the questions of prices get so 
ridiculous. The writer called up the American Chain Company today regard- 
ing the situation on tie-out chains. As you know it has only been a short time 
ago that tie-out chain prices were fixed on the SRP finish at 60-10-5% and on 
the bright 60-10-10%. 

“We have had so much trouble with this fellow Rawling of Watters & Martin 
that I thought it best to put the cards on the table and find out what we could 
find. I told Mr. Kirkpatrick that we understood American Chain was now 
quoting 70-10-10-5% promiscuously around the country on Tie-Out Chains SRP 
finish. 

“Mr. Kirk went over the situation very carefully and when I told him the name 
of Watters and Martin, he looked it up and found the foliowing: They, the Ameri- 
can Chain Company, received an order from Watters & Martin for 42 doz. tie out 
chains, SRP finish on November 3rd with a price on the order of 70—10—10-5 per- 
cent and to be delivered or shipped on December 25th. 

“The American Chain Company advised they immediately returned the order 
and told them the price was 60-10-5 percent. This corresponds with the informa- 
tion you gave us and the letter that was sent to Mr. Hunter by Mr. Rawlings was 
dated November 5th. Undoubtedly they thought that with the general recession 
of business that the American Chain or anyone would give them at least an extra 
5 percent beyond the prices they had been able to get in the pust” (Comm. Ex. 

25-A). 

On April 20, 1939, Owen Sandstrom, vice president of respondent Taylor, wrote 
W. D. Kirkpatrick of respondent American complaining about a price at which 
American had sold a particular customer, stating in part: 

“The thing that is hard for the writer to understand is that Howell claims 
that they do not entertain quotations from other manufacturers except American 
and Taylor, so why should you find it necessary to quote such ridiculous prices 
even though they might be going elsewhere” (Comm. Ex. 27). 

After investigating the transaction complained of, Kirkpatrick, on May 5, 
1989, wrote Sandstrom, in part: 

“Your complaint has been investigated and I am attaching a letter from Treve- 
than giving you his exact comments on your letter. 

“Certainly, Owen, it is not our intention to interfere in any way with the 
operations of your good company. Both you and Win have been more than 
fair in handling our mutual problems, and it is our intention to cooperate with 
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the S. G. Taylor Chain Company wherever possible. In fact, at one of the recent 
Institute meetings I intimated to you a possibility of further cooperation in the 
tire chain field,.and you know I would not have done that if I did not think quite 
a bit of your company” (Comm. Ex. 24). 

On November 6, 1941, the president of respondent Taylor wrote respondent 
American, in part: 

“We have information from our representative in the Southwest that an 
order for $7,000.00 worth of tire chains was procured by the Monroe Hardware 
Company for the Arkansas Bomb Proving Ground at Hope, Arkansas. I do not 
know whether these were Bar Reinforced Tire Chains or Regular Twist Link 
Chains, but from the information which we have it would seem that this should 
have come under the Procurement Contract and should not have gone through 
a jobber” (Comm. Ex. 30). 

In answering the above, J. J. Thiebauth of respondent American said, in part: 

“Replying to your letter of November 6th, the Monroe Hardware Co. are not 
tire chain distributors of ours, and the last Southwest inquiry, as I understand 
it, was awarded to Goodrich on Western Chain, at something like $4,714.10 on a 
60-hour delivery. 

‘“‘We have had no order from the Southwest for anything like $7,000.00 worth 
of chains for any Government division.” (Comm. Ex. 29.) 

(d@) Among the objects or purposes of the Institute set forth in its Certificate 
of Incorporation were those to standardize and simplify the products of the 
industry. The minutes of meetings of the Institute show almost continuous 
activity in connection with standardization and simplification through commit- 
tees composed of officers of the respondent manufacturers and otherwise. 

The minutes of a meeting of the Institute held on January 20 and 21, 1936, 
which was attended by representatives of respondents American, Hodell, Cleve- 
land, Columbus McKinnon, International, McKay, Nixdorff-Krein, Pyrene, 
Taylor, Western, and Woodhouse, contain the following statement: 

“The membership discussed the standard tire chain specifications adopted by 
the Institute in 1935. It was the unanimous judgment of those present that 
these specification adequately cover requirements. The Specifications Committee 
was instructed to prepare a letter to accompany standard specifications for dis- 
tribution to Federal Government Departments and States for the 1936-1937 
season” (Comm. Ex. 250-B). 

The minutes of a meeting of the Institute held on March 2 and 3, 1936, which 
was attended by representatives of all the respondent manufacturers except 
Russell and Turner & Seymour, show the following: 

“The Specifications (ommittee at this point was instructed to prepare and 
submit to the meeting before adjournment their recommendations on a specifica- 
tion for Sub-Standard Tire Chains, and it was agreed that if the Specifications 
Committee submitted a suitable specification that it be adopted as a standard of 
the Industry. 

“The Specifications Committee later submitted their basic recommendation on 
the fundamental standards of a Sub-Standard Chain and upon motion duly made 
and adopted, it was agreed that the following be adopted as standard on this item 
by the Industry, complete details to be later submitted by the Specifications 
Committee to and to be in turn redistributed to the members by Mr. Paull: 

* . * - * * « 


“Upon motion duly made, seconded, and adopted, it was agreed that the follow- 
ing specifications for Cross Chains on Emergency Unit Chains be adopted as 
standard for the Industry: 


* * * * * * e 


“Upon notice duly made, seconded and unanimously agreed upon, it was 
decided that the 6.00-16 Light Car Special assembled complete Tire Chain would 
be retained in the line for the coming season, but the 6.00 Light Car Special Cross 
Chain would be eliminated. 

“At this point, after a rediscussion of the Sub-Standard Chain, it was unani- 
mously agreed that only the eight (8) groups provided in the standard specifica- 
tions would be made” (Comm. Ex. 255-B, C). 

The minutes of a meeting of the Institute held on January 23 and 24, 1939, at 
which all the respondent manufacturers except Hodell, Russell, and Turner & 
Seymour were represented, contain the following statements: 

“There followed a lengthy discussion relative to specifications of weldless 
chain. The Secretary, it developed, had overlooked informing Mr. Campbell 
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relative to the specifications for 2/0 Tenso pattern chain and he was instructed 
to be certain to do this. f 

“The subject of specifications for ‘substandard’ tire chains was then discussed 
and all present indicated their understanding of these specifications, broadly 
stated, to be as follows: 

“The same as standard specifications, with the following exceptions: 

“J. Wire is one gauge lighter than is used in standard specification chain for 
same tire size. 

“2. The hooks are longer than used in standard specification chains. 

“3. Cross chains are spaced every fourth link. 

“4. Side chain is lock link pattern” (Comm. Ex. 221—-B-1). 

The minutes of a meeting of the Institute held on August 26 and 27, 1941, 
contain the statements: 

“Mr. Bond as Chairman of the Specifications Committees made a report on the 
Welded Chain Specifications Committee’s recommendation pertaining to the 
suggestions made to the Committee by the Mackinac Island meeting on the 
simplification and standardization of various items, which were acted upon as 
follows: 

“Elimination of second (MB) grade of Dredge Chain—Approved by the Mem- 
bers and the Secretary instructed to bring this matter to the attention of The 
Carroll Chain Company, Johnson Farmer Chain Company, Troy Chain Company, 
and The Hodell Chain Company. 

“Blimination of 13%’’ and 1%4”’ sizes of Proof, FS and RSB Coil Chain— 
Approved by the members. 

“Blimination of Fire Welded Steel Loading Chain—Approved by the members. 

“Elimination of Shouldered cold shuts—Since most of the manufacturers do 
not make cold shuts they recommended the matter be taken up with the manufac- 
turers outside of the Industry. 

“Elimination of 1/0 Passing Link Chain—Approved by the members. 

“Plimination of all Heel Chains excepting Numbers 45, 57, and 61—Approved 
by the members. 

“Elimination of all except three sizes of Trace Chains—8—0, 8-1, and 8-2, all 
with 8 links per foot, available with Ring, Hook, T Hook or T Bar, in Bright or 
Flectro-Galvanized finish—Approved by the members. 

“One of the members recommended that consideration be given to eliminating 
the plating of second grade tire chains, which prompted another to suggest 
elimination of the second grade tire chain entirely from the line. Discussion 
developed the desirability of not acting on either point hastily and the members 
were therefore asked to give consideration to both questions in the interval 
before the next meeting and the Secretary instructed to write each manufacturer 
involved reminding him of the matter. 

“Mr. Bond then reported that the Proposed Revision of Federal Specification 
EK F-C—271 has been received and pointed out that as now written it provides for 
only one grade—double refined iron—Dredge Chain. After discussion it was 
agreed to accept this revision. 

“It was also agreed to accept the Government’s specifications on Grade 3 
material for Buoy Chain, which now calls for a single refined iron. 

“The Committee, Mr. Bond reported, is preparing comments and recommenda- 
tions with respect to certain changes in test figures and minor items which they 
proposed to transmit through the Institute’s office if agreeable to the members. 
This procedure was approved by the members and the hope expressed that the 
Weldless and Sash and Kindred Chain Specifications Committees would follow 
the same procedure promptly so the Institute’s office could in a single communica- 
tion make a complete statement of recommended changes” (Comm. Ex. 195—A, B). 

The results of the above-described collective activities in connection with the 
standardization and simplification of products of the industry are attested to 
by the respondents’ contentions that there is no difference between the welded 
chain, or weldless chain, or tire chain manufactured by one respondent manu- 
facturer and that manufactured by another manufacturer; and that, therefore, 
a buyer will not pay more for the products of one respondent manufacturer than 
for the products of another. The president of respondent Russell in a letter to 
the Commission, dated December 2, 1942, commented on the activities of the 
Institute in part as follows: 

“The writer has always represented his Company in the Chain Institute, and 
wishes to state that he is principally acquainted with only the manufacturers of 
the several types of chain such as our own. I can only speak most highly of my 
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experiences in the Chain Institute because of the many constructive accomplish- 
ments. Up until 1933 the manufacturers of Sash, Safety, and Jack Chains were 
all trying to sell their product, size for size, under different numbers, different 
metal and wire thicknesses, links per foot, tensile strengths, and qualities of steel, 
brass, and bronze varied widely, all of which was most disconcerting to the 
trade and most unhealthy for the chain business or Industry” (Resp. Ex. 51-G). 

(e) Another of the cooperative and collective actions engaged in by the re- 
spondents through the respondent Institute was the employment by the Institute 
in 1933 of Charles Donley, an independent traffic consultant in Pittsburgh, Penn- 
sylvania, to compile a book of freight rates on welded chain from Pittsburgh to 
destinations throughout the United States and to revise such compilation from 
time to time. The compilation thus cooperatively and collectively compiled and 
disseminated between and among respondent members selling welded chain was 
not intended to serve any need for freight rates for shipping purposes but was 
designed for use in computing delivered prices on welded chain and was so used 
by the respondent manufacturers who sold welded chain. The freight rates 
appearing in said freight rate book do not purport to be the actual freight rates 
from the points from which shipments of welded chain were made and do not 
reflect or purport to reflect the rates which would apply from Pittsburgh to the 
various destinations over all routes. Manufacturers of welded chain who were 
not members of the Institute were sent copies of the aforesaid freight rate books 
and revisions thereof. For approximately one year prior to March 1, 1943, the 
freight rate schedules prepared by Donley for the Institute were mailed by 
Donley directly to respondents American, Bridgeport, Cleveland, Columbus Mc- 
Kinnon, Hodell, International, McKay, Nixdorff-Krein, Peerless, Pyrene, Round 
California, Seattle, St. Pierre, Taylor, Western, Woodhouse, and the Institute. 

The purpose of the freight rate books, compiled and disseminated as aforesaid, 
was to provide the sellers of welded chain with common delivery charge factors 
to be included in the price of welded chain delivered at various destinations. It 
was more important to this purpose that all sellers use the same factor than that 
they use the cerrect freight rate. That the respondent manufacurers considered 
it important that all sellers use the same delivery charge factor is indicated by 
the following excerpt from a letter from respondent Bond, vice president of 
McKay, to J. Emory Seitz, of American: 

“In your letter of the 20th, you state that your Traffic Department tells you 
that the carload rate to St. Paul and Duluth is 61144¢, whereas Donley insists it 
is 63¢ to Duluth and 62¢ to St. Paul and Minneapolis. 

“TI may be all wet, but I have just made the suggestion to Mr. Paull that he use 
Charles Donley as an impartial, technical freight advisor, as, according to the 
records, he is the Chain Institute’s Traffic Counselor. In other words, let Donley 
advise Mr. Paull’s office of any change affecting our freight schedule and any 
question of rates that might be referred to Mr. Paull by any manufacturer be 
first taken up with and checked by Donley before being bulletined by Mr. Paull. 
It seems to me, without doing this, that there is going to be more or less confusion 
if Mr. Paull’s office accepts the comments and notices on freight changes that 
any of we manufacturers might send in” (Comm. Ex. 884-1). 

(f) Respondent American has, for more than twenty-five years, been the most 
important factor in the Chain Industry in the United States. It manufactures 
and sells all types of chain involved in this proceeding, and is the largest manu- 
facturer of most of said types. It has been a leader in announcing quotations of 
prices on the types of chain and chain products described herein. Other respond- 
ent manufacturers have adopted and quoted as their own prices identical with 
those announced by American, and have followed such quotations of American 
for substantial periods of time in connection with the sale of chain and chain 
products. Pricelists and discount sheets and revisions thereof published by 
American were forwarded two or three days prior to the effective date shown 
thereon to American’s jobber-customers and to each of the other respondent 
manufacturers. In letters transmitting its price sheets to the other respondent 
manufacturers, American requested the other manufacturers to send a copy of 
their price sheets. For example, on May 26, 1939, respondent American wrote 
respondent Peerless as follows: 

“We are attaching hereto a set of Jobber-Dealer, Dealer-Consumer, and Con- 
sumer price sheets and would appreciate it if you would, in return, send us a 
copy of your price sheets for our own files.” (Comm. Bx. 35.) 

On May 29, 1939, respondent Peerless addressed the following letter to respond- 
ent American : 
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“Received the price sheets enclosed with your letter of the 26th. It may bea 
week or so before we get ours out, but we will send you a couple of the first copies 
of the press. We will, however, have our new Discount Sheet out in the next 
couple of days, and as there is no material change in the prices of our old and 
new prices we will put our new discounts into effect immediately and use our 
old pricelists until our new ones are out. 


* * * * * * o 


“PS Kirk, will you please send tis a copy of your discount sheet, channels of 
distribution, etc. Will appreciate this” (Comm. Ex. 37). 

As soon as practical after receiving pricelists from American, the other 
respondent manufacturers changed their prices to conform to those announced 
by American and sent copies thereof to American, and in many instances to other 
respondent manufacturers. 

The prices appearing in the pricelists published and disseminated by American 
as aforesaid were the result of understandings and agreements between the 
respondents, as hereinabove found. For example, on January 30, 1937, George J. 
Campbell, Sr., wrote Mr. Reinicker, of John K. Wilson Company, in part: 

“Just returned from Chicago, after the meeting in Cleveland, and I see that 
you have already advised the Office here that you received my notice of the price 
advance to go into effect immediately of 45¢ per cwt. 


* - * * * * e 


“TI cannot give you the exact raise in the prices of weldless chain as yet, because 
I left the meeting a little early, and just as soon as we get word from the Ameri- 
ean Chain Company of these pricelists we will send you a copy and tell you all 
about it; in the meantime, get all the business you can for us at the old prices” 
(Comm. Ex. 360). 

A meeting of the Institute was held in Cleveland on January 25, 1937, the 
minutes of which show that Mr. Campbell was in attendance. Respondent 
American issued a discount sheet on weldless wire and flat metal chains effective 
February 15, 1937, reflecting lower discounts and therefore higher net prices 
than those theretofore in effect. Most, if not all, the other respondent manufac- 
turers manufacturing weldless chain issued similar discount sheets within a 
short time thereafter. 

Par. 7. All of the respondent manufacturers, except respondents Russell and 
Turner & Seymour, stipulated that published list prices, published discounts 
therefrom, and published list extras thereon have been generally uniform at any 
one particular time for all types of chain involved in this proceeding. Russell 
and Turner & Seymour entered into a similar stipulation insofar as published 
list prices were concerned, and a comparison of the published discounts of these 
two respondents with those of other respondents selling the same products shows 
that the published discounts were uniform for substantial periods of time. 

Through the use of generally uniform list prices, discounts therefrom, and 
extras thereon, through the use of identical pricing systems or methods for the 
different types of chain, supplemented in the case of welded chain by the use of 
common delivery charge factors to aid in eliminating price differences which 
might arise from the individual calculation of freight rates, through efforts to 
prevent departures from prices established pursuant to the different pricing sys- 
tems, and through the use of the various other acts and practices described herein, 
the respondents have been able to achieve a relatively high degree of price 
identity in quoting and selling the different types of chain. 

The record contains a number of invoices covering the sales of all three types 
of chain during the month of October 1941. It was stipulated with respect to 
such invoices that they demonstrate the manner, form, and substance of the 
practices of respondents (except Russell and Turner & Seymour) in making 
sales of the three different types of chain. The methods of selling used by 
respondents Russell and Turner & Seymour are not materially different from 
those used by the other respondents selling the same products. It was further 
stipulated by all the respondent manufacturers, except Columbus McKinnon: 

“That counsel supporting the complaint contend that in an average of 95% 
of respondents’ total sales of each of the three types of chain and chain products 
(i. e., welded, weldless, and tire) during the period covered by the complaint, 
respondents followed the pricing and selling practices hereinbefore set forth, 
whereas respondents, while conceding that said practices were followed, contend 
that they were followed in an average of only 80% of such total sales. 
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“That the difference between the contentions of counsel supporting the com- 
plaint and the respondents herein with respect to said percentage figures of 
95% and 80%, respectively, arises from the fact that approximately 20% of 
respondents’ total sales, as evidenced by the invoices studied, were at prices 
or discounts or extras different from their published list prices, published list 
discounts, and/or published list extras; that counsel supporting the complaint 
concede that not over 5% of such total sales involved nonuniformity of prices 
among the respondents, and that the remaining 15% of such total sales repre- 
sented sales to large buyers, including mail-order houses and railroads, con- 
cerning which sufficient information is lacking (without extensive further study 
of invoices and the taking of testimony) to determine whether or not such in- 
stances involved nonuniformity of prices among the respondents. 

“That counsel supporting the complaint concede that, during the depressed 
business periods of 1932, the early part of 1933, and 1936 and 1988, respectively, 
the said estimated average percentage of respondents’ total sales in which re- 
spondents followed the pricing and selling practices hereinbefore set forth was 
considerably lower than said 95%, and respondents contend that during said 
depressed business periods said estimated average percentage was considerably 
lower than said 80%” (R. 893-4). 

Respondent Columbus McKinnon did not join in the stipulation from which 
the above is quoted, but separately stipulated that substantially all the sales 
represented by its invoices which are in evidence were made at the prices 
contained in its published pricelists and published discounts therefrom. 

The record also contains evidence with respect to bids submitted by the 
respondents in response to invitations for bids from the Treasury Department, 
Procurement Division, on tire chains, and from the Navy Department on welded 
and weldless chain. Such evidence shows that the respondent manufacturers 
of tire chains, generally bid their regular published prices on standard un- 
patented tire chains, with the result that there was almost complete uniformity 
of the prices bid on such tire chains. In some instances, as shown in Para- 
graph Eight hereinafter, the higher prices in the bids submitted by some of the 
respondent manufacturers were the result of agreements and understandings 
between the respondent manufacturers submitting such higher bids. The bids 
to the Navy Department by the respondent manufacturers on welded and weld- 
less chain do not reflect as high a degree of uniformity as do the bids to the 
Treasury Department, Procurement Division, on tire chains. However, there 
was a relatively high degree of uniformity in the bids submitted on welded 
and weldless chain. 

The exact degree of adherence to the prices determined by the use of the 
different pricing methods by all the respondents cannot be determined from the 
facts in the record. However, the exact degree of adherence is immaterial, 
since it is clear from the entire record that there were relatively few departures 
from such prices except during periods of business depression. 

-aragraph 8: Respondent American, toward the end of the 1920’s acquired 
ownership and control of certain patent inventions covering improvements on 
tire chains. The improvements are generally referred to as “bar reinforced 
anti-skid devices” and tire chains embodying said patented inventions are 
sometimes herein referred to as “bar reinforced” tire chains. Respondent 
American as licensor entered into agreements with respondents McKay, Hodell, 
Pyrene, St. Pierre, and Taylor as licensees, which agreements provided that the 
license manufacturers, at their option, might either manufacture their own bar 
reinforced links or have the same manufactured for them by American. The 
latter practice was followed by all the licensee manufacturers except McKay. 
Said agreements between respondent American and the licensee manufacturers 
contained provisions whereby the licensee manufacturers were required to ob- 
serve minimum prices and discounts specified by American in selling tire chains 
embodying the patented features. Respondent American from time to time did 
designate the prices at which the licensee manufacturers were to sell bar re- 
inforced tire chains, and the prices so designated were generally adhered to 
by the licensee manufacturers. In instances where a licensee manufacturer 
failed to adhere to the prices so designated, respondent American called such 
nonadherence to the attention of the seller and requested an explanation. For 
example, on October 1, 1940, respondent Kirkpatrick, vice president of American, 

yrote F. G. Hodell, president of Hodell, in part: 

“We have just received information that your company has been awarded 
the North Carolina State Highway Department business through the Tire Sales 
& Service Company of Raleigh, North Carolina. 
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“We know there are some bar reinforced tire chains on this bid and we under- 
stand that your jobber quoted a cash discount beyond the recommended resale 
for bar reinforced tire chains. 

“It was my understanding that Mr. Thiebauth telephoned you, calling this 
mistake to your attention, and that you had instructed your distributor to 
withdraw the bid. 

“This is the first break in price on bar reinforced tire chains that I can think 
of and I am asking you if our information is correct. I hope there is a mistake 
somewhere” (Comm. Ex. 8). 

In answering the above, Hodell stated in part: 

“Answering your letter of October 1st, may I say that the facts as related 
to Mr. Thiebauth over the telephone some days ago are correct. I likewise 
add further that there was no intention on our part to make any price other 
than our published prices on bar reinforced tire chains on this bid, and the 
difference which exists was purely an error caused by confusion in relaying the 
prices to the jobber in question. 

“We had not previously had occasion to instruct this jobber on the subject, 
as this is the first time we have ever done any business with them. In fact, 
their inquiry for this particular transaction was the first negotiation that we 
had had with this company and their prospects of securing this business were 
so entirely negligible in the mind of our correspondent, that the matter of cor- 
rect cash discount was unfortunately overlooked. 

“We dislike to have you say that this is a break in the price because we ure 
not breaking any prices and we are most carefully adhering to our Contract in 
this respect. Within ten minutes after we received Mr. Thiebauth’s telephone 
message and had checked our records we sent a telegram to this jobber advising 
him to withdraw the price and of his error. All of this is of record with the tele- 
graph company as to filing of message and in support of the statements we made, 
and we are sorry there is no way to correct the matter” (Comm. Ex. 7). 

Each of the respondents American, McKay, Pyrene, and Hodell entered into an 
arrangement with the partnership of Shirley, Olcott & Nichols (sometimes here- 
inafter referred to as Shirley) in 1937, whereby the latter was to act as manu- 
facturer’s sales representative in the sale of bar reinforced tire chains to the 
Federal Government. The arrangement was subsequently extended to cover 
all types of tire chains manufactured by the said manufacturers. Respondents 
Taylor and St. Pierre joined the arrangement with Shirley in 1940. Under the 
arrangement, Shirley submitted bids in its own name to the Procurement Di- 
vision, Treasury Department, for both bar reinforced and standard tire chains. 
Bids were also submitted by the manufacturers represented by Shirley. Shirley 
was awarded contracts to supply tire chains for specified periods of time, and 
orders received by Shirley under such contracts were apportioned among the 
respondent manufacturers who were participating in the arrangement. Evidence 
in the record establishes that respondents American, McKay, Hodell, Pyrene, 
St. Pierre, and Taylor, with the aid and assistance of Shirley, conspired and 
agreed as to the prices which were bid by Shirley and by said respondents. 

The aforesaid license agreement between respondent American and respond- 
ent McKay was terminated on February 6, 1939, and the provisions by which 
the licensee manufacturers were required to observe minimum prices and dis- 
counts specified by American were cancelled in the agreements between American 
and the other licensees in December 1942, prior to the issuance of the original 
complaint herein. Respondent McKay withdrew from the aforesaid arrange- 
ment with Shirley on June 30, 1940. Respondents American, Hodell, Pyrene, 
St. Pierre, and Taylor terminated their arrangements with Shirley in October 
1942. 

All of the respondents herein contend that the above-described acts and prac- 
tices of certain of the respondents in connection with bar reinforced tire chains 
were in no way related to and formed no part of the acts and practices engaged 
in by all the respondents and that, therefore, it is improper that such allegedly 
unrelated acts and practices be considered in this proceeding. It is also contended 
that because of the elimination of the price-fixing provisions from the license 
agreements and the termination of the arrangements with Shirley, no issue re- 
mains with respect to such acts and practices which is not now moot. The 
hearing examiner agreed with these contentions and recommended that the 
allegations of the amended complaint relating to the aforesaid license agree- 
ments and the arrangements with Shirley be dismissed as to all the respondents. 

The Commission disagrees with the above contentions and with the hearing 
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examiner’s recommendation. Bar reinforced tire chains were generally recog- 
nized as being superior in quality to standard unpatented tire chains. Re- 
spondent Kirkpatrick testified that American had attempted to keep the price on 
bar reinforced tire chains approximately fifteen percent higher than the prices 
on standard tire chains. The published list prices on standard tire chains were 
uniform for the respondents selling tire chains and sales were generally made 
in accordance with the published list prices. In view of the superior quality of 
bar reinforced tire chains, in order to maintain the established uniform prices 
on standard chains, it was necessary that the prices on bar reinforced tire 
chains be fixed and maintained at a level substantially higher than the level of the 
prices on standard tire chains. Consequently, the conspiracy to fix and main- 
tain the prices on bar reinforced tire chains formed a necessary part of the 
overall conspiracy to fix and maintain prices on chain and chain products. The 
fact that some of the respondents did not manufacture or sell bar reinforced 
tire chains and therefore did not participate in the conspiracy to fix and maintain 
prices on this particular type of chain does not constitute sufficient grounds for 
dismissal as to them of the charges in the amended complaint relating to such 
acts and practices. The acts and practices by which respondent American and 
its licensees fixed and maintained prices on bar reinforced tire chains represent 
only one of the means by which the primary purpose of the overall combination 
and conspiracy was effectuated. The arrangements with Shirley were made 
possible because of the combination and conspiracy between respondent American 
and its licensees, and because of the understandings and agreements between 
all of the respondents selling standard tire chains as to the prices at which 
standard tire chains would be offered for sale and sold to the Government, as 
well as to other purchasers. Under the circumstances, the cancellation of the 
price-fixing provisions in the license agreements and the termination of the 
arrangements with Shirley afford no basis for exempting the described unlawful 
acts and practices with respect to bar reinforced tire chains from the prohibitions 
of an order to cease and desist. 

Par. 9. The record herein thus establishes that the respondents discussed, and 
entered into agreements and understandings concerning, current and future 
prices of chain and chain products. They cooperatively and collectively compiled 
schedules of common pricing factors to be used and which were used by the 
respondents selling welded chain, in computing delivered prices on welded 
chain. They adopted and used by agreement and understanding a plan whereby 
the prices and discounts therefrom on chain and chain products announced by 
respondent American were adopted and fcllowed by other respondent manu- 
facturers. They exchanged with one another, directly and indirectly, informa- 
tion as to the prices at which their products were offered for sale generally, the 
prices at which offers to sell and sales were made to particular named customers, 
and other intimate details of one another’s business. Certain of them entered 
into agreements relating to certain patented inventions covering improvements on 
tire chains by which the legitimate patent monopoly rights of the owner of the 
patents were extended beyond the scope of the patents and conspired and agreed 
as to prices at which tire chains embodying such patented inventions were to 
be offered for sale and sold to purchasers, including the United States Govern- 
ment. They cooperatively and collectively, through the respondent Institute 
and otherwise, promoted adherence to the prices agreed upon. 

Each of the respondent manufacturers has quoted and sold chain and chain 
products at prices calculated pursuant to and in accordance with the particular 
method or system of computing delivered prices applicable to the products it 
sold, with the knowledge that all the other respondent manufacturers selling the 
same products were simultaneously doing likewise. In entering into and en- 
gaging in the cooperative and collective actions described hereinabove, there was 
necessarily an understanding and agreement between all of the respondents that 
each of the respondent manufacturers would continue to use the particular 
method or system applicable to the type or types of chain each sold. Otherwise, 
the various cooperative and collective actions entered into and angaged in would 
not have brought about the results desired. By adhering to and continuing to use 
the particular method or system applicable to the type or types of chain it sold, 
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each respondent manufacturer has contributed to and made more effective the 
understanding and agreement between all the respondents. All users of each of 
the three methods or systems of computing delivered prices have thus been enabled 
to present to a prospective purchaser a condition of matched prices in which 
such purchaser was isolated and deprived of any choice on the basis of price. 
The delivered costs to purchasers have not reflected any of the differences in 
cost of raw materials, other items, or freight delivery from the places of manu- 
facture to the purchaser’s delivery points. The principles and forces of compe- 
tition have been prevented from making and determining the prices of each of 
the respondent manufacturers. 

Pursuant to Count I of the amended complaint, the Commission concludes, and 
therefore finds, that the respondents have entered into and have engaged in and 
carried out an understanding, agreement, combination, or conspiracy among 
themselves to restrain and suppress competition in the sale of chain and chain 
products. While the record does not show that each of the respondents has 
participated in all of the activities relied on to establish said understanding, 
agreement, combination, or conspiracy, each has acted in concert and cooperation 
with one or more of the others in doing and carrying out some of the acts and 
practices herein set forth in furtherance of the understanding or agreement 
common to them all. 

Par. 10. The tendency, capacity and effect of the combination and conspiracy 
entered into and maintained by the respondents in the manner aforesaid, and the 
acts and practices performed thereunder and in connection therewith, as set out 
herein, have been and are to substantially lessen, hinder, and suppress compe- 
tition among the respondent manufacturers in the sale of chain and chain prod- 
ucts in, among, and between the several States of the United States and in the 
District of Columbia; to prevent price competition among the respondent manu- 
facturers in the sale of said products: to deprive purchasers of chain and chain 
products of the benefits of competition in price; to maintain artificial and 
monopolistic methods and prices in the sale and distribution of such products; 
and to create a monopoly in the respondent manufacturers in the sale of such 
products. 

Par. 11. Count IT of the amended complaint charges each of the manufacturing 
respondents with having discriminated in price in the sale of chain and chain 
products by selling such preducts to some purchasers thereof at a price higher 
than the price at which products of like grade and quality were sold to other 
purchasers, all in violation of subsection (a) of Section 2 of the Clayton Act, as 
amended. It is alleged that such unlawful discriminations in price resulted 
from (a) the use of the delivered-price systems described in Count I of the 
amended complaint and (b) the classification of customers to receive quantity, 
trade, and other discounts from quoted prices, which resulted in different prices 
to competing customers. The Commission is of the opinion that the allegations 
with respect to use of the delivered-price systems do not clearly show that the 
alleged unlawful discriminations occurred as a result of differences made in the 
actual prices at which the said products were sold, and that the allegations with 
respect to the granting of different quantity, trade, and other discounts to com- 
peting customers are not sustained ; and that, therefore, Count II of the amended 
complaint should be dismissed as to all of the respondents. 


CONCLUSION 


The aforesaid acts and practices of the respondents constitute unfair methods 
of competition and unfair acts and practices in commerce within the intent and 
meaning of the Federal Trade Commission Act. 

By the Commission, Commissioner Carretta not participating for the reason 


that oral argument on the merits was heard prior to his appointment to the 
Commission. 


[SEAL] ALBERT A, CARRETTA, 


Acting Chairman. 
Issued: February 16, 1953. 


Attest: 
D. C. Dantet, Secretary. 
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UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 


Commissioners: James M. Mead, Chairman; Lowell B. Mason, John Carson, 
Stephen J. Spingarn, Albert A. Carreta 


Docket No. 4878 


In the Matter of Chain Institute, Inc., an incorporated trade association, its 
directors, officers, and members; American Chain & Cable Company, Inc.; 
the Bridgeport Chain & Manufacturing Company; the McKay Company; 
Pyrene Manufacturing Company; Hodell Chain Company; St. Pierre Chain 
Corporation; S. G. Taylor Chain Company; Cleveland Chain & Manufactur- 
ing Company; Columbus McKinnon Chain Corporation; International Chain 
¢ Manufacturing Company; Niadorff-Krein Manufacturing Company; Peer- 
less Chain Company; Round California Chain Company; J. M. Russell Manu- 
facturing Company; Seattle Chain & Mfg. Company; Turner & Seymour 
Manufacturing Company; Western Chain Products Company; Woodhouse 
Chain Works; and Dennis A. Merriman; Walter S. McCann; Wm. D. Kirk- 
partick; Frank A. Bond; George J. Campbell, Jr.; Alfred Peter Shirley, 
Floyd Bronson Olcott, and Forrest C. Nichols, copartners trading as Shirley, 
Olcott & Nichols 

ORDER TO CEASE AND DESIST 


This proceeding having been heard by the Federal Trade Commission upon 
the amended complaint of the Commission, answers of the respondents, testi- 
mony and other evidence in support of and in opposition to the allegations of 
said amended complaint taken before a hearing examiner of the Commission 
theretofore duly designated by it, recommended decision of the hearing examiner, 
with exceptions thereto, and briefs and oral argument of counsel; and the 
Commission having issued its order disposing of the exceptions to the recom- 
mended decision and having made its findings as to the facts and its conclusion 
that the respondents, except Walter S. McCann, Alfred Peter Shirley, Floyd 
Bronson Olcott, and Forrest C. Nichols, have violated the provisions of section 
5 of the Federal Trade Commission Act: 

It is ordered that the corporate respondents Chain Institute, Inc., American 
Chain & Cable Company, Inc., The Bridgeport Chain & Manufacturing Company, 
The McKay Company, Pyrene Manufacturing Company, Hodell Chain Company, 
St. Pierre Chain Corporation, 8S. G. Taylor Chain Company, Cleveland Chain & 
Manufacturing Company, Columbus McKinnon Chain Corporation, Campbell 
Chain Company, Nixdorff-Krein Manufacturing Company, Peerless Chain Com- 
pany, Round California Chain Company, The John M. Russell Manufacturing 
Company, Inc., Seattle Chain & Mfg. Company, Turner & Seymour Manufacturing 
Company, Western Chain Products Company, and Woodhouse Chain Works, their 
respective officers, representatives, agents, and employees, and the individual 
respondents, Dennis A. Merriman, Wm. D. Kirkpatrick, Frank A. Bond, and 
George J. Campbell, Jr., their respective representatives, agents, and employees, 
in or in connection with the offering for sale, sale, and distribution of chain or 
chain products in commerce, as “commerce” is defined in the Federal Trade 
Commission Act, do forthwith cease and desist from entering into, continuing, 
cooperating in, or carrying out any planned common course of action, under- 
standing, agreement, combination, or conspiracy between or among any two or 
more of said respondents, or between any one or more of said respondents and 
others not parties hereto, to do or perform any of the following things: 

(1) Establish, fix, or maintain prices, terms, or conditions of sale for chain or 
chain products, or adhere to any prices, terms, or conditions of sale so fixed or 
maintained. 

(2) Directly or indirectly investigate or check the prices, terms, or conditions 
of any sale of, or offer to sell, chain or chain products to any purchaser or pros- 
pective purchaser for the purpose or with the effect of aiding or assisting in 
maintaining uniform prices, terms, or conditions in the sale of chain or chain 
products. 

(3) Exchange or distribute among the corporate respondents, or any of them, 
pricelists or other information showing current or future prices, terms, or condi- 
tions of sale, for the purpose, or with the effect, of fixing or of aiding or assisting 
in maintaining uniform prices, terms, or conditions of sale in the sale of chain 
and chain products. 
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(4) Adopt, use, or in any way follow any price quotation announced by par- 
ticular respondents, or any of them, whereby quotations are made uniform or 
matched. 

(5) Collect, compile, circulate, or exchange information concerning common- 
earrier transportation charges used or to be used as a factor in computing the 
price of chain or chain products, or use, directly or indirectly, any such infor- 
mation so collected, compiled, or received as a factor in computing the price of 
chain or chain products. 

(6) Quote or sell chain or chain products at prices calculated or determined 
pursuant to or in accordance with the single basing point delivered-price system, 
the freight equalization delivered-price system, or the zone delivered-price system, 
or quote or sell chain or chain products at prices calculated or determined pur- 
suant to or in accordance with any other plan or system which results in identical 
price quotations or prices for chain or chain products at points of quotation or 
sale or to particular purchasers by any two or more sellers of chain or chain 
products using such plan or system or which prevents purchasers from finding 
any advantage in price in dealing with one or more as against another seller. 

(7) Do or cause to be done any of the things forbidden in the preceding para- 
graphs of this order through respondents Chain Institute, Dennis A. Merriman, 
or any other corporation, organization, or individual. 

It is further ordered that nothing contained herein shall be construed as pro- 
hibiting the establishment or maintenance of bona fide agreements, understand- 
ings, or other relations between any corporate respondent and its officers, direc- 
tors, and employees, or between any corporate respondent and any of its sub- 
sidiaries or affiliates, relating to the sole and separate business of said corpora- 
tion and its subsidiaries or affiliates, when not for the purpose or with the effect 
of unlawfully restricting competition. 

It is further ordered that each of the corporate respondents American Chain 
& Cable Company, Inc., The Bridgeport Chain & Manufacturing Company, The 
McKay Company, Pyrene Manufacturing Company, Hodell Chain Company, St. 
Pierre Chain Corporation, S. G. Taylor Chain Company, Cleveland Chain & 
Manufacturing Company, Columbus McKinnon Chain Corporation, Campbell 
Chain Company, Nixdorff-Krein Manufacturing Company, Peerless Chain Com- 
pany, Round California Chain Company, The John M. Russell Manufacturing 
Company, Inc., Seattle Chain & Mfg. Company, Turner & Seymour Manufacturing 
Company, Western Chain Products Company, and Woodhouse Chain Works, its 
officers, representatives, agents, and employees, in or in connection with the 
offering for sale, sale, and distribution of chain or chain products in commerce, 
as “commerce” is defined in the Federal Trade Commission Act, do forthwith cease 
and desist from quoting or selling chain or chain products at prices calculated 
or determined pursuant to or in accordance with a single basing point delivered- 
price system, a freight equalization delivered-price system, or a zone delivered- 
price system, for the purpose or with the effect of systematically matching the 
delivered-price quotations or the delivered prices of other sellers of chain or 
chain products and thereby preventing purchasers from finding any advantage 
in price in dealing with one or more sellers as against another. 

It is further ordered, for reasons appearing in the findings as to the facts in 
this proceeding, that the allegations of Count I of the amended complaint herein 
be, and they hereby are, dismissed as to respondents Walter S. McCann, Alfred 
Peter Shirley, Floyd Bronson Olcott, and Forrest C. Nichols. 

It is further ordered that the allegations of Count II of the amended complaint 
be, and they hereby are, dismissed as to all of the respondents. 

It is further ordered that the respondents, except Walter S. McCann, Alfred 
Peter Shirley, Floyd Bronson Olcott, and Forrest C. Nichols, shall, within sixty 
(60) days from service upon them of this order, file with the Commission a report 
in writing showing in detail the manner and form in which they have complied 
with this order. 

By the Commission, Commissioner Mason dissenting and Commissioner Car- 
retta not participating for the reason that oral argument on the merits was heard 
prior to his appointment to the Commission. 

[SEAL] 

Issued February 16, 1953. 

Dissenting opinion of Commissioner Mason is attached. 


D. C. DANIEL, Secretary. 
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UNITED STATES OF AMERICA 
BEFORE FEDERAL TRADE COMMISSION 
Docket No. 4878 
In the Matter of Chain Institute, Inc., et al. 
DISSENTING OPINION OF COMMISSIONER LOWELL B. MASON 


Here, as in its companion case, National Lead Company, Docket 52538, the prin- 
cipal question our superior courts must answer is whether the Commission has 
the general injunctive powers of an equity court, or may we only prohibit those 
acts which we in our findings of fact have found to be unlawful. In the event 
this case is judicially reviewed before National Lead, I incorporate in the record 
of this case that portion of my dissent in National Lead that bears on this impor- 
tant inroad on the judicial function.’ 

Besides this fundamental issue, there are other questions that must be dealt 
with. Count 2 (the so-called mill net theory count) is a relic of the days when 
the prosecution staff of the Commission was enamored of the idea that entre- 
preneurs who paid the freight on their produce to markets away from home dis- 
criminated in price to some customers because they profited less on goods sold 
out of town than on the same kind of goods sold across the street. 

This threatened strangulation of small concerns which have only one point of 
production was happily frustrated by subsequent orders of the Commission in 
other cases,’ and it is with hearty accord that I concur with the majority in the 
frustration of this idealogical tour de force. 

As to count 1— 

Assuming, but not necessarily deciding, that the record in this proceeding will 
support the finding of the majority that the respondents have entered into and 
carried out an unlawful conspiracy, the order to cease and desist is, nevertheless, 
objectionable. 

The order in this case, like the order in Docket 5253, National Lead Company, 
et al., goes further than to suppress practices found to be unlawful. No finding 
is made, and clearly none could be made, that the independent use by one of the 
respondents of a single basing point delivered-price system, a freight equaliza- 
tion delivered-price system, or a zone delivered-price system is illegal. It is 
not even found, and no contention is made that it could be found, that the use 
by any of the respondents of any of these systems “for the purpose or with 
the effect of systematically matching” the prices of competition is illegal. It 
thus clear that the order to cease and desist is not based on the findings. 

Iam against it. 


is 
LOWELL B. Mason, Commissioner. 


APPENDIX 
UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COM MISSION 
Docket No. 5253 
In the Matter of National Lead Company, et al 


DISSENTING OPINION OF COMMISSIONER LOWELL B. MASON 
oo * * * * * * 


In my opinion, the complaint was filed and the case stands or falls on the 
concurrent knowledge of defendants that the substantial price similarity of their 
lead pigments was arrived at by substantially similar pricing factors—in short— 
“eonscious parallelism.” 

For over two decades economic theorists have sought ways to condemn conscious 
parallelism. The old Federal Trade Commission originated this crusade in the 
early 1940’s and filed numerous complaints accusing defendants with charging 
prices for their goods with knowledge that others charged the same price. The 
first order against conscious parallelism to reach the court was Federal Trade 





1 Appendix. ta 
2Clay Products Association, Inc., Docket 5483; Clay Sewer Pipe Association, Inc., 
Docket 5484; National Lead Company, Docket 5253. 
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Commission vs. Rigid Conduit.* The Circuit Court of Appeals sustained the 
order and the Supreme Court refused to reverse on a tie vote. However, the 
decision was a pyrrhic victory, for congressional and public clamor against this 
decision was so strong that no court proceeding has ever been initiated to 
enforce it. Until now, all subsequent disposition of cases where conscious par- 
allelism was alleged in the complaints have carefully avoided the type of order 
issued in Rigid Conduit.” 

But now conscious parallelism again raises its bureaucratic head in this 
and a companion case,” tentatively and collaterally, but not directly, for the 
instant cases do not find conscious parallelism illegal in their findings of fact, but 
prohibit it in the orders to cease and desist. The order is justified on what I call 
a spiral rationale, circular in motion but not coming out where it started: 

1. Conscious parallelism is not of itself illegal ; 

2. But evidence of conscious price parallelism may give the Commission the 
power to imply conspiracy ; 

3. Conspiracy is illegal; 

4. With a finding of conspiracy, the Commission assumes the power to pre- 
vent its continuation by prohibiting conscious price parallelism ; 

5. Conscious parallelism is illegal. 

Ignoring for the moment the impracticality of carrying out an order against 
conscious parallelism, and casting aside the question as to whether the Fed- 
eral Trade Commission is endowed with such complete equity court powers, 
let us see if there are sounder ways of testing the economic validity of con- 
scious parallelism than all this legalistic folderol about conspiracies that don’t 
exist. 

We need tests which can be applied on a factual basis. 

At the same time the Commission originated its drive against conscious 
parallelism as the enemy of free enterprise, a more realistic concept of com- 
petition was being devloped by economists which held where even if pricing 
formulas were known and substantially paralleled (as here), “the significant 
test was to look for the independence and competitiveness of the rivals.” 

Workable competition, as developed by Professor J. M. Clark, Dean Edward 
S. Mason and the late Professor Joseph A. Schumpeter, as well as Professors 
BE. P. Lernerd, M. P. MeNair and F. S. Teele, placed the emphasis on the 
longer range aspects of a progressive economy; not on an assumed unchanged 
equilibrium of demand and supply, but on changes which included population 
growth, the discovery of natural resources, developments in technology, ad- 
vances in the art of management, and many others. Stress was laid on the 
constructive role of entrepreneurs in expanding demand and improving prod- 
ucts. National brand advertising was something more than an effort to insulate 
against the price raids of competitors. It recognized that the businessman 
often made investments of time and money ahead of current demands. Under 
the doctrine of workable competition, large business units may have put more 
competitive pressure on small units than was desirable, but every injury to a 
small competitor was not necessarily an injury to competition. Competition 
in a growing economy was bound to put pressure on inefficient competitors, 
whatever their size. 

oa a * - * * * 


To condemn conscious parallelism sans conspiracy is to disarm the smaller 
competitor in his already handicapped battle against multiple-point producers. 
Iam against it. 
LowELL B. Mason, Commissioner. 


18 Triangle Conduit and Cable Company vs. Federal Trade Commission, 168 F. 2d 175 
(7th Cir. 1948), aff'd sub nom Clayton Mark Co. vs. Federal Trade Commission, 336 U. 8S. 
956 (1949). 

1 Clay Products Association, Inc., Docket 5483; Clay Sewer Pipe Association, Inc., 
Docket 5484. 

2» Chain Institute, Inc., et al., Docket 4878. 


71R. H. Meriam’s Bigness in the Economic Analysis of Competition, Harvard Business 
Review, March 1950. 
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[Federal Trade Commission Docket 4878] 
UnItep States Court oF APPEALS FOR THE EIGHTH CIRCUIT 
No. 14,821 


Chain Institute, Inc.; American Chain & Cable Company, Inc.; The McKay 
Company ; Hodell Chain Company ; St. Pierre Chain Corporation; 8. G. Taylor 
Chain Company; Columbus McKinnon Chain Corporation; Campbell Chain 
Company ; Nixdorff-Krein Manufacturing Company ; Peerless Chain Company ; 
The John M. Russell Manufacturing Company, Inc.; Turner &€ Seymour Manu- 
facturing Company; Western Chain Products Company; Dennis A. Merri- 
man; William D. Kirkpatrick; and George J. Campbell, Jr., petitioners, v. 
Federal Trade Commission, respondent 


PETITIONS TO REVIEW ORDER OF FEDERAL TRADE COMMISSION 
July 3, 1957 


Sumner S. Kittelle (Cann, Lamb, Long & Kittelle; Frazer F. Hilder; Stephen 
H. Beach; Wilkie, Owen, Farr, Gallagher & Walton; Beekman & Bogue; Reed, 
Smith, Shaw & McClay; McAfee, Grossman, Taplin, Hanning, Newcomer & 
Hazlett; Sidley, Austin, Burgess & Smith; Marsh, Day & Calhoun; Lawrence, 
Goldberg, Lawrence & Lewin; Finck & Huber; Halfpenny & Hahn; Frederick 
B. Gerber; and Charles Fay were with him on the briefs), for Petitioners. 

J. B. Truly, Attorney, Federal Trade Commission (Earl W. Kintner, General 
Counsel, and Robert B. Dawkins, Assistant General Counsel, Federal Trade 
Commission, were with him on the briefs), for Respondent. 

Before SANBORN, JOHNSEN and VOGEL, Circuit Judges. 


SANBORN, Circuit Judge. 


This case comes to this Court upon petitions to review a cease and desist 
order of the Federal Trade Commission’ which is based upon its determination 
that the petitioners had conspired to bring about uniformity in prices for chain 
and chain products, in violation of Section 5 of the Federal Trade Commission 
Act. 

The petitioners are: the principal manufacturers of chain and chain products 
in the United States; the trade association of which they are members; and 
certain of the officers of the association. The Commission on December 22, 1942, 
issued a complaint charging them with having conspired to fix and maintain 
identical delivered prices for such products. Delivered prices are those charged 
by a seller for his goods when and where delivered. On October 9, 1945, the 
Commission issued an amended complaint which contained two counts. The 
first count charged the petitioners with conspiring, in violation of §5 of the 
Federal Trade Commission Act, to fix identical delivered prices for their re- 
spective products by the use of the same delivered pricing methods, which are 
referred to as (1) a basing point system, (2) a freight equalization system, and 
(3) a zone system; and thereby preventing the forces of competition from mak- 
ing and determining price quotations. The second count of the amended com- 
plaint charged the petitioners with price discrimination, in violation of § 2 (a) 
of the Clayton Act, as amended.* That count was ultimately dismissed by the 
Commission. The petitioners denied all of the material allegations of the 
amended complaint. Evidence was heard by a Trial Examiner designated by 
the Commission. The hearings commenced in April of 1946 and continued 
through 1947 and into 1948. The record evidence was closed July 7, 1948. The 
Trial Examiner filed his recommended decision on September 23, 1948. It was 
later amended in some particulars. The case was argued before the Commission, 
on exceptions to the Trial Examiner's report, on April 7, 1949; was reargued 
September 22, 1950; and was finally decided by the Commission adversely to 
petitioners on the first count February 16, 1953, by a vote of 3 to 1, Commissioner 
Mason dissenting and Commissioner Carretta not participating. The cease 
and desist order under review was entered on the same date. In addition to the 
dismissal of the second count, the amended complaint was also dismissed as to 


1The proceeding before the Commission is entitled, “In the Matter of Chain Institute, 
Inc., et al., Docket No. 4878. 49 F. T. C. 1041.” 

238 Stat. 719, as amended, 52 Stat. 111; 15 U.S. C. § 45. 

*38 Stat. 730, 49 Stat. 1526; 15 U. S.C. § 13. 



















ADMINISTERED PRICES 4535 


several individuals who had been joined as parties. The record evidence neces- 
sarily reflects conditions in the chain industry as they existed prior to July 1948. 

The petitioners on April 20, 1953, filed their “Joint and Several Petition to 
Review” the order of the Commission. The John M. Russell Manufacturing 
Company, Inc., and Turner & Seymour Manufacturing Company, who were 
parties to the joint petition, filed a supplemental petition to review the order, 
asserting, in effect, that there was no adequate evidentiary basis for a finding 
that they had participated in a conspiracy to fix prices. They asked that the 
relief prayed for in the joint petition be granted. The petitioners originally all 
sought a complete review and reversal of the Commission’s findings and order. 
On June 17, 1954, they (with the exception of the two petitioners who had filed 
the supplemental petition and the Columbus McKinnon Chain Corporation) moved 
this Court for leave to withdraw their challenge to the Commission’s findings and 
order with respect to the price fixing conspiracy charge, except as such findings 
and order bore upon the use of the delivered pricing methods. 

The cease and desist order of the Commission prohibited broadly a continua- 
tion of the price fixing conspiracy which the Commission had found to exist. 
Included in this part of the order was a subparagraph numbered (6) requiring 
the petitioners who make or deal in chain to cease and desist from entering into 
or continuing any common course of action, agreement or conspiracy to— 

“Quote or sell chain or chain products at prices calculated or determined pur- 
suant to or in accordance with the single basing point delivered-price system, 
the freight equalization delivered-price system, or the zone delivered-price system ; 
or quote or sell chain or chain products at prices calculated or determined 
pursuant to or in accordance with any other plan or system which results in 
identical price quotations or prices for chain or chain products at points of quota- 
tion or sale or to particular purchasers by any two or more sellers of chain or 
chain products using such plan or system or which prevents purchasers from 
finding any advantage in price in dealing with one or more as against another 
seller.” 

In addition, the Commission included in the order a third ordering paragraph. 
That paragraph required each of the corporate petitioners to ‘‘cease and desist 
from quoting or selling chain or chain products at prices calculated or deter- 
mined pursuant to or in accordance with a single basing point delivered-price 
system, a freight equalization delivered-price system, or a zone delivered-price 
system, for the purpose or with the effect of systematically matching the de- 
livered-price quotations or the delivered prices of other sellers of chain or chain 
products and thereby preventing purchasers from finding any advantage in price 
in dealing with one or more sellers as against another.” 

The validity of both of these paragraphs of the order is challenged as being 
without adequate evidentiary support and exceeding the powers of the Com- 
mission. 

The case was argued and submitted to this Court at its March Session 1956. 
The Court of Appeals for the Seventh Circuit had just decided the case of Na- 
tional Lead Co. v. Federal Trade Commission, 227 F.2d 825, which also involved 
an alleged conspiracy to fix prices. The Commission in its cease and desist order 
in that case had included a paragraph similar to the third ordering paragraph in 
this case, forbidding the respondents there involved “from quoting or selling 
lead pigments at prices calculated or determined in whole or in part pursuant 
to or in accordance with a zone delivered price system for the purpose or with 
the effect of systematically matching the delivered price quotations or the de- 
livered prices of other sellers of lead pigments and thereby preventing purchasers 
from finding any advantage in price in dealing with one or more sellers as against 
another.” 227 F.2d, at page 840. The Seventh Circuit ruled that that para- 
graph of the order was invalid. See pages 840-844 of 227 F.2d. In his argu- 
ment, in the instant case, counsel for the Commission conceded that if that 
ruling was correct, the corresponding paragraph in the order under review here 
could not be sustained. Moreover, Commissioner Mason, who had dissented in 
both the National Lead Co. case and this case, had said in his dissenting opinion, 
with respect to the order now under review: “The order in this case, like the 
order in Docket 5253, National Lead Company, et al., goes further than to sup- 
press practices found to be unlawful.’ We therefore deferred decision pending 
final disposition of the National Lead Co. case, in which the Supreme Court 
granted certiorari. That Court on February 25, 1957, in Federal Trade Com- 
mission v. National Lead Co. (352 U. 8S. 419), ruled that it was within the power 
of the Commission, under the evidence in that case, to include the paragraph 
corresponding to the third ordering paragraph in the instant case. 
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After the decision of the National Lead Co. case by the Supreme Court, the 
parties here, at our invitation, filed supplemental briefs relative to the effect, 
if any, of that decision upon the questions which we are called upon to decide, 
and specifying what those questions are. 

The petitioners in their supplemental brief say that the Supreme Court merely 
decided in the National Lead Co. case that the Commission had basic statutory 
authority to include in its order a paragraph of the type there in question, for- 
bidding the use of a single delivered pricing system, and that, as narrowly inter- 
preted, the paragraph in that case was not an inappropriate remedy under the 
pecular facts. 

In our opinion, there are three questions requiring determination: (1) The 
validity of the prohibition contained in subparagraph (6) of the first ordering 
paragraph, prohibiting the continued use, pursuant to conspiracy, of the three 
delivered pricing systems. (2) The validity of the third ordering paragraph, 
prohibiting the individual independent use of any of the three delivered pricing 
systems “for the purpose or with the effect of systematically matching” delivered 
prices of competitors, with the effect of eliminating competition. (3) Whether 
there was an adequate evidentiary basis for the finding of the Commission that 
Columbus McKinnon Chain Corporation was a participant in the alleged conspir- 
acy to fix prices. 

The petitioners in their supplemental brief say that Turner & Seymour Manu- 
facturing Company and The John M. Russell Manufacturing Company, Inc., as 
well as Columbus McKinnon Chain Corporation, have challenged the entire find- 
ings, conclusions, and order. Thelatter company has filed a brief. Neither of the 
other two has briefed or argued its assertions of error. As was said in Kimball 
Laundry Co. v. United States, (8 Cir., 166 F. 2d 856, 859). ‘“‘An unargued assertion 
of error is no more helpful to an appellate court than is an unsupported allegation 
of fact to a trial court. The burden of demonstrating error is upon an appellant, 
and errors assigned, but not argued in his brief, are waived.” See, also, Turner 
County, 8S. D., v. Miller, (8 Cir., 170 F. 2d 820, 828.) 

Since the petitioners do not challenge the adequacy of the evidence to sustain 
the Commission’s determination of the existence of concerted action by the peti- 
tioners, amounting to conspiracy, to fix the prices for chain and chain products, it 
is unnecessary to attempt to state the evidence in detail. What the petitioners 
contend is that there was no evidence that the delivered pricing methods used in 
the sale of the chain or chain products resulted from any conspiracy, understand- 
ing, agreement, or concerted action on the part of the petitioners. 

There is no doubt of the power of the Commission to declare that conduct which 
tends to restrain trade by fixing prices is an unfair method of competition. 
(Federal Trade Commission vy. Cement Institute, 333 U. S. 683, 693). Within 
broad limits, it is for the Commission to prescribe the remedy for the prevention 
of such conduct, which may include depriving those who have engaged in it of 
the weapons which they used in making it effective. (Federal Trade Commission 
v. National Lead Co., supra, pages 428-430 of 352 U.S.) (See; also, Federal Trade 
Commission v. Ruberoid Co., 343 U.S. 470, 473.) 

The instant case strongly resembles the Cement Institute case (7 Cir., 157 F. 
2d 533; reversed in 333 U. S. 683) ; the National Lead Co. case (227 F. 2d 825, re- 
versed in part 352 U. 8S. 419) ; and the case of Triangle Conduit & Cable Co., Ine. 
v. Federal Trade Commission (7 Cir. 168 F. 2d 175), affirmed by an equally divided 
Supreme Court under the title, Clayton Mark & Co. v. Federal Trade Commission 
(336 U. S. 956). The only important distinction between the instant case and 
those cases, it seems to us, is that, here, three delivered pricing systems are in- 
volved, and in each of the other cases only one was involved. 

The record shows that the three delivered pricing systems or methods weré 
used in selling chain. Welded chain (heavy-duty chain such as anchor chain, 
logging chain, and the like) was sold under the old “Pittsburgh plus” method 
of delivered pricing, which called for the f. 0. b. mill or factory price plus freight 
based on Pittsburgh. The method is described in the Cement Institute case at 
pages 697-698 of 333 U. S. 

Weldless chain (which is lighter than welded chain and is made by bending 
and knotting wire into links or by cutting links from flat metal) was sold under 
the freight equalization method of computing delivered pricing. Under this 
system, the buyer pays the seller’s mill or factory price plus an amount equal 
to the rail freight applicable to the shipment from the factory in which such 
chain is made, nearest freightwise to the point of delivery. 
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Tire chain (which consists of two welded line or side chains with cross links 
and is used on the wheels of motor vehicles to prevent skidding on or in snow, 
ice, or mud) was sold f. o. b. factory with freight allowed or absorbed by the 
seller to all destinations in the United States. This the Commission calls a zone 
delivered-price system, the entire United States being the zone. The petitioners 
prefer to call the system “the universal delivered-price method.” All that this 
means is that tire chains, like chewing gum, cigarettes, and many other products, 
are sold everywhere at the same delivered prices, regardless of point of origin. 

The Commission, in substance, found that the petitioners entered into agree- 
ments and understandings concerning current and future prices; that they cooper- 
atively compiled schedules of common pricing factors used in selling welded 
chain; that they adopted and used, by agreement, the prices and discounts pub- 
lished by the American Chain & Cable Company, Inc., the largest manufacturer 
of chain in the United States; that they exchanged information as to prices’at 
which their products were offered for sale generally and as to prices made par- 
ticular customers; and that they promoted adherence to prices agreed upon 
through the Chain Institute and otherwise. 

The Commission further found that— 

“Each of the * * * manufacturers has quoted and sold chain and chain prod- 
ucts at prices calculated pursuant to and in accordance with the particular 
method or system of computing delivered prices applicable to the products it sold, 
with the knowledge that all the other * * * manufacturers selling the same 
products were simultaneously doing likewise. In entering into and engaging in 
the cooperative and collective actions described hereinabove, there was neces- 
sarily an understanding and agreement between all of the respondents [before 
the Commission] that each of the * * * manufacturers would continue to use 


the particular method or system applicable to the type or types of chain each 
sold.” 


The Commission also found— 


“* * * All users of each of the three methods or systems of computing deliv- 
ered prices have thus been enabled to present to a prospective purchaser a con- 
dition of matched prices in which such purchaser was isolated and deprived 
of any choice on the basis of price. The delivered costs to purchasers have not 
reflected any of the differences in cost of raw materials, other items, or freight 
delivery from the places of manufacture to the purchaser’s delivery points. The 
principles and forces of competition have been prevented from making and 
determining the prices of each of the * * * manufacturers.” 

One not learned in unfair trade practices and unfair methods of competition 
might, from the record in this case, get the impression that the Commission’s 
findings presented a somewhat overdrawn and unduly sinister picture of the 
situation out of which this controversy arose. We think, however, that there 
was a sufficient evidentiary basis for an inference by the Commission that the 
substantial uniformity and virtual identity of prices which existed in the chain 
industry resulted from concerted conscious action on the part of petitioners, 
amounting to conspiracy, and that the delivered pricing methods used by peti- 
tioners in connection with and in furtherance of their cooperative and collusive 
efforts to fix or stabilize prices for chain were necessarily an inherent and indis- 
pensable part of the conspiracy. 

In the Cement Institute case, it was asserted, as it is here, that the Commission 
failed to find, and that the evidence failed to show, any agreement to use the 
delivered-price system involved in that case. (See page 709 of 333 U. 8.) This 
contention was rejected by the Supreme Court. 

The contention of petitioners that subparagraph (6) of the first ordering 
paragraph is invalid and unjustified by the evidence cannot be sustained. The 
Supreme Court held in the Cement Institute case that a similar paragraph was 
valid. The Court said (page 729 of 333 U.S.) : “The paragraph is merely designed 
to forbid respondents from acting in harmony to bring about national uniformity 
in whatever fashion they may seek by collective action to achieve that result.” 

It is evident that it is the third ordering paragraph by which the petitioners 
are most aggrieved and which they seem to construe as totally and permanently 
disabling each of them from selling its chain products at delivered prices, and 
leaving them no alternative but to sell at prices f. 0. b. their respective factories. 
They say this will prevent them from engaging in countrywide competition and 
confine each of them to its own local trade territory. If this paragraph if the 
order of the Commission were to be given the effect of depriving each of the 
petitioners of every lawful and practical method of independently and honestly 
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Selling its products at delivered prices, and thus preventing it from engaging 
in nationwide competition, we would consider the paragraph invalid. 

The only distinction between the third ordering paragraph in this case and 
the corresponding paragraph in the National Lead Co. case is that, there, the 
order proscribed the use of the zone delivered-price system, which was the only 
delivered-price system in question in that case, while in this case the Com- 
mission was dealing with three delivered-price systems, each of which was used 
in computing the price of a single type of chain. In its supplemental brief, the 
Commission says: 

“While the use of each system was limited in the past to a particular type 
of chain, each has been equally effective in restraining trade and eliminating 
competition. The order, we think, properly guarded against the use of the 
simple device of interchanging the systems used as among the three types of 
chain, and thus perpetuating the restraints of trade at which the order is di- 
rected. The Commission has frequently issued orders which have consistently 
been upheld by the Courts, prohibiting unfair methods and practices as to all 
products sold in cases where the methods and practices had been used in the 
past only in connection with the sale of one of the products.” 

It is possible that the Commission has made its order too broad in under- 
taking to proscribe the qualified independent use by each of the petitioners of 
the only practical systems of delivered pricing for its chain products. If in the 
National Lead Co. case the Commission had prohibited not only the individual 
use of the single delivered-price system there involved, but had also conditionally 
prohibited the use of all other practical delivered-price systems, the Supreme 
Court might have refused to sustain so broad a prchibition. 

In Federal Trade Commission vy. Ruberoid Co., supra, page 473 of 343 U. S., 
the Supreme Court, in sustaining an order of the Commission, said: 

“* * * Orders of the Federal Trade Commission are not intended to impose 
eriminal punishment or exact compensatory damages for past acts, but to pre- 
vent illegal practices in the future. In carrying out this function, the Commis- 
sion is not limited to prohibiting the illegal practice in the precise form in which 
it is found to have existed in the past. If the Commission is to attain the objec- 
tives Congress envisioned, it cannot be required to confine its roadblock to the 
narrow lane the transgressor has traveled; it must be allowed effectively to 
close all roads to the prohibited goal, so that its order may not be bypassed with 
impunity. Moreover, ‘the Commission has wide discretion in its choice of a 
remedy deemed adequate to cope with the unlawful practices’ disclosed. Jacob 
Siegel Co. v. Federal Trade Comm'n, 327 U. S. 608, 611 (1946). Congress placed 
the primary responsibility for fashioning such orders upon the Commission, 
and Congress expected the Commission to exercise a special competence in 
formulating remedies to deal with problems in the general sphere of competitive 
practices. Therefore, we have said that ‘the courts will not interfere except 
where the remedy selected has no reasonable relation to the unlawful practices 
found to exist’ (Id., at 613).” 

We gather from this and the other recent Supreme Court decisions to which 
reference has been made that, unless an order of the Commission can be said to 
be purely arbitrary because without adequate evidentiary support or because 
clearly beyond the Commission’s powers, it may not be set aside. The question 
of the adequacy of the evidentiary basis for the third ordering paragraph as 
applied to all types of chains and to every petitioner, whether it had used all 
of the three delivered-price systems or not, is, to say the least, debatable. But 
if the Commission honestly and justifiably believed that competition in the chain 
industry had been virtually destroyed by the conduct of petitioners and that 
the third ordering paragraph was necessary to restore competitive prices, we 
eannot say that the Commission’s determination in that regard was purely 
arbitrary. The Commission, in cases such as this, is the trier of the facts, the 
appraiser of the credibility of witnesses, the weigher of evidence, the drawer 
of inferences, and, within broad limits, the prescriber of remedies for trade 
practices found by it to be unfair. Its determination as to the facts is as in- 
vulnerable to attack as is a jury verdict in a case triable by and properly sub- 
mitted to a jury. It seems apparent that, unless a reviewing court can demon- 
strate that the Commission’s order is legally or factually baseless, it may not 
be set aside. 
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The scope of the third ordering paragraph in the instant case is, of course, the 
same as was the scope of the corresponding paragraph in the National Lead Co. 
case, with respect to which the Supreme Court said, page 431 of 352 U. S.: 

“* * * Tt is our conclusion that the order was not intended to and does not 
prohibit or interfere with independent delivered-zone pricing per se. Nor does 
it prohibit the practice of the absorption of actual freight as such in order to 
foster competition. Furthermore, as we have said, there is read into the order 
the provision of §2 (b) of the Clayton Act as to the right of a seller in good 
faith to meet the lower price of a competitor. This is not to say that a seller 
may plead this section in defense of the use of an entire pricing system. Thé 
section is designed to protect competitors in individual transactions.” 

Moreover, the Commission does not place the same construction on the para- 
graph as do the petitioners. In its supplemental brief, the Commission says: 

“The order here does not require f. o. b. mill selling. As the Supreme Court 
pointed out in National Lead, ‘delivered-zone pricing violates the order only when 
two conditions are present: (1) identical prices with competitors (2) resulting 
from zone delivered pricing’ (1 L. ed. 2d at 443). So, here, the order will be 
violated only if there are identical prices resulting from single basing point, 
freight equalization, or zone-delivered pricing. As we pointed out in our main 
brief, the order does not prohibit per se the use of any delivered-price system 
and can be fully complied with by competition in base prices, no matter what 
system of delivered pricing is used. If there is competition in base prices, there 
cannot possibly be any ‘systematic matching’ of delivered prices.” 

Furthermore, if conditions have changed and the third ordering paragraph is 
no longer needed to restore competition to the chain industry, it seems fair te 
assume that the Commission will, upon application, reopen the proceeding under 
Section 5 (b) of the Federal Trade Commission Act, as amended, and modify its 
order. See American Chain & Cable Co., Inc., v. Federal Trade Commission, 4 
Cir., 142 F. 2d 909, 911-912. 

Columbus McKinnon Chain Corporation, in its brief, asserts that an adequate 
evidentiary basis for the Commission’s finding that the company was involved in 
the conspiracy is lacking. The company points to the fact that it made no 
weldiess chain, although it at times purchased small amounts of such chain for 
resale as an accommodation to its customers; that such resales were usually 
priced f. 0. b. its factory at Tonawanda, New York, and rarely, when shipped 
with other chain, f. 0. b. Pittsburgh ; that about 95% of the tire chain sold by the 
company was its own patented “claw chain’, the published price of which differed 
from the prices of tire chain of other petitioners; that, while in selling its 
patented tire chain it independently adopted the universal delivered-price method, 
the use of that method did not result in “any regular identity of price with” 
the tire chain of other petitioners; that when the company entered the tire chain 
business it adopted the pricing practices of established manufacturers; and that 
the only way to compete for tire chain sales was by the universal price method, 
“Because of the homogeneity of the product and the peculiarly sporadic geography 
of the tire chain market.” 

Columbus McKinnon asserts that the Commission’s inference of its complicity 
is based on: (1) its membership in the Chain Institute, and (2) the similarity of 
its prices on welded chain to those of competing manufacturers. It contends 
that, considered in proper perspective, those facts do not justify the inference, 
and that mere membership in a trade association, without more, is not enough 
to establish participation in a conspiracy. It cites, in that connection, Phelps 
Dodge Refining Corp v. Federal Trade Commission, 2 Cir., 189 F. 2d 3938, 396 
We note that in that case the court went on to say: 

“* * * Thus, the issue is reduced to whether a member who knows or should 
know that his association is engaged in an unlawful enterprise and continues 
his membership without protest may be charged with complicity as a confederate. 
We believe he may. Granted-that his mere membership does not authorize un- 
lawful conduct by the association, once he is chargeable with knowledge that his 
fellows are acting unlawfully, his failure to dissociate himself from them is a 
ratification of what they are doing. He becomes one of the principals in the 
enterprise, and cannot disclaim joint responsibility for the illegal uses to which 
the association is put. While the culpable role of petitioner Cyanamid is less 
clearly established than that of the three petitioners already considered, it 
nevertheless sustains the Commission’s findings.” 
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The record shows that the Columbus McKinnon Chain Corporation was an 
active member of the Chain Institute from its inception, and followed the de- 
livered pricing methods of other petitioners, at least with respect to unpatented 
tire chain and welded chain. 

The Commission, we think, reasonably could infer that Columbus McKinnon 
Chain Corporation, as a member of the Chain Institute, knew or was charged 
with knowledge of the collusive efforts of other members to stabilize prices for 
chain and chain products by suppressing competitive pricing, and was, there- 
fore, a party to the conspiracy. Compare, Federal Trade Commission v. Cement 
Institute, supra, pages 717-720 of 333 U. S. 


The order under review is affirmed, and an order of enforcement may be 
entered. 


A true copy. 
Attest : 


Clerk, U.S. Court of Appeals, Highth Circuit. 


FRreD V. GARDNER & ASSOCIATES, 
Milwaukee, Wis., June 30, 1958. 
Hon. SENATOR Estes KEFAUVER, 
Senate Office Building, United States Senate, 
Washington, D. C. 

My DEAR SENATOR KEFAUVER: In testifying before your committee on October 
30, 1957, I made certain statements regarding United States Steel concerning 
their break-even point. When I received the official transcript of the hearings, 
Mr. John S. Tennant, general counsel for United States Steel, on page 1056, ad- 
vised you that Mr. Blough had told me on June 11, 1956, “First, I should like to 
point out that in any discussion of break-even points, it should be remembered 
that they are purely academic. In practice, their numerous bases and assump 
tions probably never would approach actual conditions, and the findings would, 
therefore, be of little practical value.” 

Since I had no opportunity to reply to this statement, and since I would lik¢ 
to, as hindsight, apply my break-even projections to what has happened sinc 
my presentation on October 30, I relate the following for your conmimittee’s 
information. 

There are no “assumptions,” as Mr. Blough so lightly asserts, nor “numerous: 
bases” for break-even points. They are based on the recorded record of costs 
to sales, with no assumptions. I question whether Mr. Blough knows what a 
break-even point really is. The United States Steel Corp. did not think break- 
even points were academic when it used them before the Senate in 1938 (United 
States Steel TNEC book, vol. II, as presented to the 77th Cong.). They appcoared 
to fit the corporation’s reasoning at that time, and it would appear that the) 
are adversely viewed now because they might embarrass United States Steel 
Corp. in their present position of profit-cost relationship. 

The corporation demonstrated conclusively, both in the fourth quarier of 
1957 and the first quarter of 1958, that it was meeting my formula 100 percent. 
and could, and did, break even below 35 percent of capacity. You can count 
the name listed companies in the United States economy on one hand which 
can approach this favorable position. 

I stated to the committee, of which you were chairman, that the United 
States Steel break even had reached the neighborhood of 37 percent of going 
sales (33 percent of capacity), and that the third quarter of operations pro- 
duced a break-even point of around 32 percent of capacity. The fourth quarter 
indicates no major change. Their variable costs were $65.88 per $100 of 
sales—even better than the estimate of $67.50. (See Fred V. Gardner's testi- 
mony, p. 730, line 10.) Their first quarter of 1958 indicates a variable cost 
of $67.77 per $100 net sales. (Companies with $67.50 projected by me before 
your committee over 6 months ago. ) 

Further, it would appear that the second quarter of 1958 will be better 
than the first quarter, as measured in sales output, by about 10 percent. Under 
these conditions, United States Steel should earn roughly $25 million more 
before taxes in this quarter than in the first quarter of 1958. This should 


reflect in profits after taxes, so that the quarter will show $75 million, or $1.25 
per share. 
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In a recent book published by the corporation in 1958, entitled “Steel and 
{nflation—Facts Versus Fiction” (Library of Congress Catalog 57-14494), Big 
Steel compiled 292 pages refuting the results of your committee and building up 
a statistical case of defense concerning their position. To my mind, this report 
is full of one-sided comparisons, half-truths, and inclusion of periods of com- 
parison which show extremely favorable comparisons to the steel industry. 

Let me illustrate these points. On pages 149, chart No. 15, the corporation 
uses 1955 as a base for comparing profits. While I could not check the accuracy 
of their figures, I did make a comparable comparison for 1957, based on SEC 
reports, and find the following: 

Percent of return on sales, 1957 


Industry : 
I i a a aia a ea tad aie teat liar aciamatabneiens miami 10. 9 
ited States Mies: Geto... s Bein did hk nk Sk 9.5 
Corporations over $1,000,000 net worth_______-_-_____-_____________ 9. 0 
Ciambetis:s steel eh ea ok ee Sa, Se ee, 7.3 
OIE Si as Sar i ed 0 hi ce ted bs as cnondeipA Ab acetantee thon 7.3 
Mend end clas .pehoGeite.§605 tks oie oben 7.3 
iueteumnnie dels cadecestd seu Sie ee deed i sk OS 6.0 
mom: ein i es ile ee el chee 5. 8 
PION TOUR OUR ENOL) iii BS aids Comba BS be Sin cred, 5.5 
Asbo pind: Wee: 2cicis etn Seek eh eh 5. 4 
Corporations with $250,000,000 to $1,000,000,0000 net worth ________ 5.3 
Be: I a oie sraricsen Sisija heihedetaboa Ske teen ailing aac et 4.7 
Fae i ge ct a stig ea ace ah aad poems 4.4 
Ie Nee I a wiccnnsireus wdimares clasemanclccienina ee 4.2 
Ie a a ls 2.3 


Mr. Blough, while he was trying to foist on the American public the economic 
theory that long-term capital expenditures should come from current profits, 
stated, and I quote from What Price Enough Steel? : 

“But in order to earn 54 millions in profits after taxes, we have to earn 112% 
millions before taxes. And, last year, it took the profit on $600 million we 
received frour our customers—about one-seventh of our total sales—to pay for 
that one open-hearth plant. 

“So every penny of profit we made on one-seventh of our total sales last year 
will be wiped out in replacing this open hearth * * *.” 

This is a half-truth, for, as everyone knows who understands profit behavior, the 
average profits as reflected in a profit-and-loss statement include both the no 
profit sales (up to break even) and those on which profits are made. Above 
the break even, the corporation makes 32 plus cents on each dollar of sales, so 
to earn 11214 million before taxes, they must do $350 million more business above 
the break-even point at present selling prices to pay for this improvement, not 
one-seventh of their total sales, which would be in the neighborhood of $700 
million in sales. 

The corporation also cries out about the tremendous inflation in the cost of 
plant replacement. Bravo. They are right. But, again, the full story * * *. 
Visualize a steel plant and its equipment—a mass of iron and steel of its own 
making, so it contributes in great gulps to its own delinquency. 

While we are on the subject of capital expenditures versus recovery in costs, 
let’s compare the United States Steel Corp. with our whole manufacturing econ- 
omy. In the period .1950—56, United States Steel recovered 73 percent of its 
capital expenditures in costs, and overall United States industry, 61 percent. 
Today, United States Steel has 61 percent of its gross assets depreciated, while 
general business can only claim 46 percent. If United States Steel had only 
recovered in cost 46 percent, instead of the 61 percent enjoyed in these recent 
years, its already high profit (in relationship to averages) would be 
higher. 

In the letter of United States Steel’s Mr. Tennant, previously referred to, Mr. 
Tennant also stated : 

“In his testimony to the subcommittee one of Mr. Gardner’s assertions was that 
United States Steel’s break-even point during the year 1957 is at a record low. 
This would indicate that its profit rate at the 1957 level of operations is at a 
record high. Contrary to this, United States Steel’s profit as measured by the 
percent of profit on sales is about at the level it was in 1940 * * *.” 


even 
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Let’s look at these figures. Before taxes, 1940, 15 percent on sales; 1957, 
21.4 percent. Before we conclude, let’s look at one other comparison based on 
return on investments, based on SEC figures. The return on stockholders’ equity 
for 1957, based on balance-sheet values at the first of the year. 


{In percent] 


United States} Ironand | United States 
steel steel industry 





-_ 
} 
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While I agree with United States Steel that depreciation rates should be 
increased, they (United States Steel) (or the steel industry) hold no monopoly 
here. Depreciation rates should be increased for all industry which only has 
46 percent of its original cost (before inflation) value recovered as of December 
31, 1957, but, even with this, I cannot agree that United States Steel is entitled 
to another price increase at this time, and something should be done about it 
now—not after it happens a few months hence. For, when it comes, conversa- 
tion over the pros and cons will not stop the spark for a resurgency of price 
inflation caused by steel, the bellwether of an industry which motivates our 
economy not only in values, but by labor value relationship. 

Respectfully, 


Frep V. GARDNER. 


MEMORANDUM FOR THE COMMISSION RE AMERICAN IRON & STEEL INSTITUTE, ET AL., 
Docket No. 5508 


Submitted herewith are reports of compliance obtained from the 90 respond- 
ents in the above-captioned case together with a comprehensive analysis of the 
reports prepared by Attorney Loughlin of this office. 

The Commission’s order, issued on August 10, 1951, prohibits respondents 
from continuing or entering into any planned common course of action to engage 
in any of the following practices in connection with the sale of steel products: 

(1) Fixing or maintaining prices; (2) compiling, circulating, or using lists 
of base or extra charges; (3) compiling, circulating, or using lists of freight 
rate factors; (4) adopting or maintaining methods or practices of quoting and 
selling to railroads or other classes of customers; (5) quoting or selling at prices 
determined pursuant to any system or formula which produces identical price 
quotations or prices on delivered costs, or which establishes a fixed relationship 
among price quotations or which prevents purchasers from securing any ad- 
vantage in price in dealing with one or more of the respondents as against any 
of the other respondents; (6) failing to quote or sell f. o. b. mill; and (7) doing 
any of the above through an intermediary. 

In their reports of compliance all respondents make general statements of 
compliance with the order. The institute reports that it has ceased publication 
of freight tariff books. Forty-eight producers report that they usually sell 
f. o. b. mill; that they occasionally absorb freight to meet competition; and 
that they reserve the right in the future to absorb freight or to adopt any other 
method of selling not forbidden by the order. Nine concerns report that at 
present all sales are made f. o. b. mill but that the right to absorb freight is 
reserved. Bight report that they sell f. o. b. mill exclusively, making no state- 
ment as to future absorption of freight. Twenty-two manufacturers make no 
statement as to pricing practices beyond that included in a general statement 
of compliance. Two companies inform the Commission that they quote regu- 
larly on basing points other than the point of production or shipment. One 
respondent states that it has gone out of business, and another reports that it 
no longer handles products covered by the order. Two companies report that 
they have resigned from respondent association. Many of the respondents 
describe steps taken to inform their personnel of the provisions of the order. 

The report as originally submitted by United States Steel Corp. and its sub- 
sidiaries presented a special problem. The wording of that report indicated 
that United States Steel had taken the position that the instant order super- 
sedes and replaces the 1924 Pittsburgh-plus order (docket 760). United States 
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Steel was therefore asked to clarify its report, and the corporation’s report now 
shows that it intends to comply with both orders. 

Attorney J. T. Loughlin of the compliance staff has thoroughly studied all 
these reports, as well as Attorney Curtis, and Mr. Loughlin’s analysis of them 
is fully set forth in the accompanying memorandum dated January 14, 1953. 
It appears that the reports in many instances are not sufficiently detailed to 
permit an accurate study of present pricing practices. Notwithstanding this, 
it is the opinion of both Attorneys Loughlin and Curtis, concurred in by me, 
that the submission of further materials by the respondents or a field investi- 
gation by the Commission at the present time would result in a waste of time 
and money by both and would uselessly encumber an already unwieldy record. 

Study of the reports and information in the trade journals indicates that 
respondents are now generally selling f. o. b. mill and that the practices prohibited 
have been at least temporarily abandoned. As long as price controls and present 
market conditions exist it is not believed that there will be any motive to return 
to the practices prohibited by the order. 

This office will continue to follow the pricing practices of the industry as 
reported in the trade journals and other publications, however, and, at an ap- 
propriate time following the removal of price controls or change in market con- 
ditions, detailed supplemental reports will be obtained from respondents. Mean- 
while, since nothing objectionable appears in any of the reports, it is recom- 
mended that they be received and filed; and that respondents be informed that 
filing of these reports does not mean that a final determination as to compliance 
has been made, since in a case of this nature reports of compliance cannot possi- 
bly supply sufficient data upon which to base such a deterinination. 

Drafts of appropriate letters of notice of the receipt and filing of the reports 
are appended. 

Respectfully submitted. 


P. B. MOREHOUSE, 


Assistant General Counsel in Charge of Compliance. 
JANUARY 30, 1953. 


MEMORANDUM FOR ASSISTANT GENERAL COUNSEL IN CHARGE OF COMPLIANCE RE 
Docket No. 5508, AMERICAN IRON AND STEEL INSTITUTE ET AL. 


On August 14, 1947, the Commission issued a complaint charging the mem- 
bers of the steel industry with the use of unfair methods of competition in in- 
terstate commerce. The American Iron and Steel Institute and nine major pro- 
ducers were named as representative of all members. On November 13, 1947, 
an amended complaint was issued specifically naming as respondents the Ameri- 
can Iron and Steel Institute and approximately 100 members who produced an 
estimated 96 percent of the total steel output of the United States. The amended 
complaint charged collusion in (1) fixing base and extra prices and terms and 
conditions of sale; (2) adopting and using a multiple basing point system; 
(3) classifying customers and agreeing upon practices with respect to making 
quotations to railroads; (4) forestalling competition by preventing increases in 
production facilities; (5) preventing diversion or fabrication in transit, pre- 
venting reduction in rail rates and preventing f. o. b. mill sales; (6) compiling 
and using compilations of freight factors to insure exact matching of prices; 
(7) discriminating systematically through demanding and receiving higher net 
prices from customers located near a plant than from customers more distantly 
located. 

The hearing was opened on August 21, 1947, the introduction of evidence was 
begun on January 12, 1948, and counsel supporting the complaint rested his case 
on September 22, 1948, after the taking of 5,458 pages of testimony and intro- 
duction of approximately 1,300 exhibits. 

A settlement offer signed by respondents and approved by counsel supporting 
the complaint was submitted to the Commission on December 1, 1949. The order 
proposed in said offer was addressed primarily to individual action. It was 
proposed to forbid each respondent “to sell without having a published price 
for such product f. o. b. at its plant.” Each respondent was forbidden also 
to cooperate with other respondents in compiling freight rate books and to 
agree with other respondents upon base prices, extras, or deductions. The pro- 
posed order provided that absorption of freight was not forbidden unless the 
result thereof was to lessen competition unlawfully in any line of commerce, 
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Argument on the proposed settlement was held before the Commission on 
February 14, 1950, and February 23, 1950. The proposal was rejected by the 
Commission on April 13, 1950. 

Further negotiations for settlement were conducted by the Director and 
Assistant Director, Bureau of Antimonopoly, and on June 15, 1951, the Commis- 
sion entered an order tentatively accepting a new proposal for settlement which 
had been approved by respondents and by the Director and Assistant Director, 
Bureau of Antimonopoly. No objections having been presented, the tentative 
decision of the Commission was issued as its final order on August 10, 1951. 

The order forbids respondents to enter into or to continue any planned common 
course of action, understanding or agreement to do any of the following: (1) 
Fixing or maintaining prices; (2) compiling, circulating, or using lists of base 
or extra charges; (3) compiling, circulating, or using lists of freight rate factors; 
(4) adopting or maintaining methods or practices of quoting and selling to rail- 
roads or other classes of customers; (5) quoting or selling at prices determined 
pursuant to any system or formula which produces identical price quotations 
or prices on delivered costs, or which establishes a fixed relationship among 
price quotations or which prevents purchasers from securing any advantage in 
price in dealing with one or more of the respondents as against any of the other 
respondents; (6) failing to quote or sell f. o. b. mill; and (7) doing any of the 
above through an intermediary. Paragraph II forbids knowing contribution to 
the maintenance or operation of a conspiracy by any respondent. 

The order does not contain the discrimination paragraph found in previous 
basing point cases, that is, a provision forbidding discrimination among pur- 
chasers by quoting or selling at prices which systematically differ in terms of 
mill nets according to the location of purchasers. For the first time also the 
Commission attached to an order provisos dealing specifically with freight 
absorption. The first proviso of paragraph 3 of the order provides that the 
Commission does not consider evidence of uniformity of prices or any element 
thereof of two or more sellers at any destination or destinations, alone, and 
without more, as showing a violation of law. The third proviso of paragraph 3 
provides that the Federal Trade Commission is not acting to prohibit or interfere 
with delivered pricing or freight absorption as such when innocently and inde- 
pendently pursued, regularly or otherwise, wi‘i: the result of promoting com- 
petition. 

Respondents were required by the order to file reports of compliance within 
60 days. The time for filing such reports was thereafter extended to and 
including November 9, 1951. All reports were timely filed. 

Each of the 90 respondents (89 manufacturers and the association) reported: 

(a) that it had not entered into any planned common course of action, 
understanding or agreement with any of the other respondents or with 
others not parties, and had not cooperated in, carried out or continued any 
such planned common course of action, understanding or agreement to do 
or perform any of the things described in subparagraphs (1) through (7) 
of paragraph I of the order ; and 

(b) that it had not acted so as knowingly to contribute to the maintenance 
or operation of any planned common course of action, understanding or 
agreement through the commission of any of the acts, practices or things 
prohibited by subparagraphs (1) through (6) of paragraph I of the order. 

Forty-eight of the 89 manufacturers reported that they usually sell f. o. b. 
mill; that they occasionally absorb freight to meet competition; and that they 
reserve the right in the future to absorb freight or to adopt any other method of 
selling not forbidden by the order. Nine concerns reported that all sales are 
made f. o. b. mill, but that the right to absorb freight is reserved. Eight reported 
that they sell f. o. b. mill exclusively, making no statement as to future absorp- 
tion of freight. Twenty-two manufacturers made no statement as to pricing 
practices beyond that included in a general statement of compliance. Two 
companies informed the Commission that they quote regularly on basing points 
other than the point of production or shipment. One respondent had gone out 
of business and another reported that it no longer handled products covered by 
the order. Two companies reported that they had resigned from respondent 
association. 

Points covered in each report of compliance, including affirmative acts of 
withdrawal, are described hereinafter with respondents listed in the sequence 
in which they are named in the findings. The report of United States Steel 
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Corp. raised a special problem as to the effect of the instant order upon the 
“Pittsburgh plus” order of 1924, and this problem is treated separately. 

It will be observed that the reports are not sufficiently detailed to permit an 
accurate study of present pricing practices. For reasons hereinafter explained, 
however, it is recommended that all reports be accepted for filing; and that 
respondents be informed that filing of the reports does not mean that a final 
determination as to compliance has been made since, in a case of this nature, 
reports of compliance cannot possibly provide sufficient data for such a deter- 
mination. 

It is the opinion of the writer that submission of further materials by respond- 
ents or field investigation by the Commission at the present time would result 
in a waste of time and money by respondents and by the Commission, and would 
uselessly encumber an already unwieldy record. The following brief account 
of recent pricing practices in the steel industry indicates there is little likeli- 
hood that the order is being violated now. 

In the late summer of 1948, the steel industry adopted almost unanimously a 
policy of selling f. o. b. mill. The policy was announced by United States Steel 
on July 8, 1948, and was made effective on July 13, 1948. Bethlehem Steel 
followed immediately, making its change effective on the same date. On August 
2, the trade magazine Steel announced that the swing to mill pricing was general. 

In making the change to strict f. 0. b. selling, Mr. Ben Fairless of United States 
Steel, made the following statement: 

“The abandonment by these subsidiaries of the basing-point method of selling 
steel—a merchandising practice not resulting from collusion, but one which has 
developed naturally by evolution in the steel industry over the past 50 years to 
the mutual advantage of both steel producers and consumers—is made necessary 
by the recent decision of the Supreme Court of the United States in the proceed- 
ing brought by the Federal Trade Commission against members of the cement 
industry. In that case, the Supreme Court held that the basing point delivered 
price system employed in the cement industry (which is generally s'milar to 
that now in use in the steel industry) is an unfair trade practice which the FTC 
may suppress, 

“We have no recourse other than to comply with the law of the land 
determined by the Supreme Court, regardless of hardships and disiovations to 
industry which may result. 

“In the past, these subsidiaries have competed for steel business in geog' aphical 
areas where competitors nearer to the buyer have freight advantages. In order 
to compete, our subsidiaries normally have quoted delivered prices low enough 
to equal the delivered prices of the competitor located nearest to the prospective 
customer. In our judgment, we were fully justified in meeting in good faith the 
price of a more favorably located competitor. Competition was stimulated and 
net hindered by such a practice. Naturally, meeting competition in this way 
has resulted in differences in the net proceeds of the producing steel mill on sales 
of the same product to different customers located at different places. This is 
evidence of competition, not of its absence. 

“But the Supreme Court has now ruled that the right to meet an equally low 
price of a competitor does not permit ‘a seller to use a sales system which con- 
stantly results in his getting more money for like goods from some customers 
than he does from others.’ The Supreme Court attached importance to ‘indi- 
vidual competitive situations,’ suggesting that there might be exceptions in 
particular individual cases. However, it is unrealistic to suppose that these 
subsidiaries can market satisfactorily more than 50,000 tons of finished steel 
each day throughout the year without the use of a standard merchandising 
method, fully understood by both buyer and seller. 

“The management of United States Steel believes that the systematic meeting 
of delivered prices of competitors is essential to the maintenance of competitive 
industry in this country and is of great benefit to many businesses, both large and 
small, throughout the United States. This practice of meeting competition 
through the absorption of freight is widely followed in American industry. 
Despite our serious doubts about the advisability and economic soundness of this 
radical change in our subsidiaries’ marketing methods, we feel that they have 
no alternative other than to comply with the decision of the Supreme Court of 
the United States.” 

Certain circumstances suggest that the change to strict f. 0. b. selling was based 
on factors other than the decision of the Supreme Court in the Cement case. 
Thirty-seven of the fifty-five cement. producers, in reports of compliance filed 
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after the decision of the Supreme Court, stated specifically either that they 
were absorbing freight to meet lower competitive prices or that they reserved 
the right under the order to engage in such practices. This group included 
Universal Atlas, a subsidiary of United States Steel Corp. On September 24, 
1948, Universal Atlas Cement Co. reported as follows: ; 

“This respondent will from time to time in individual competitive situations 
reduce its delivered price quotations in such amounts as are necessary in good 
faith to meet an equally low price of a competitor whenever this respondent 
considers that it is good business judgment to meet such competition.” 

At the time of the change to strict f. o. b. selling by the steel industry, de- 
mand for steel was extremely high and the industry was desirous of increasing 
prices. The change provided a convenient method for greatly increasing reve- 
nue. Testifying before a congressional committee in 1950, Mr. Fairless stated 
that in 1947 United States Steel had paid out $15 million more for freight than 
it collected from purchasers; that an average of 80 cents a ton was attributable 
to freight absorption. At the same hearing it was developed that Jones & 
Laughlin Steel Corp. absorbed an average of $1.25 a ton. Consequently the 
change to f. o. b. selling in 1948 could have been expected to add approximately 
$15 million to the revenue of United States Steel Corp. and a proportionate 
amount for other producers. In setting mill prices at nonbase mills, the steel 
companies merely adopted the former delivered prices at such points. As a 
result no purchaser benefited pricewise from the change and most were forced 
to pay higher prices. Upon receipt of the complaints from purchasers who had 
formerly benefited by the policy of freight absorption, the steel producers replied 
that the higher price was caused by the action of the Federal Trade Commission 
and the Supreme Court. The change was accompanied by a publicity campaign 
aimed at discrediting the Federal Trade Commission and promoting passage of 
the so-called basing-point bill. 

In 1949, as supplies of steel became more plentiful, there were indications of 
a general weakening in the f. o. b. selling method. With the strike in late fall 
of 1949, however, supplies became short. Again in 1950 the market softened 
but the Korean outbreak and attendant demand for steel revitalized the market. 
Price controls were subsequently applied. Since in a seller’s market and under 
price controls the f. o. b. method of selling results in the greatest return to the 
steel producers, this method was followed almost exclusively after the imposi- 
tion of controls. 

The order of the Commission announced tentatively on June 15, 1951, was 
hailed by the steel industry as an historic event, but no immediate change in 
selling policies followed. The following comments were made in the trade 
journal Steel : 

“As long as steel is in such strong demand as it is currently, there probably 
will not be much inclination on the part of producers to absorb freight charges. 
Thus, it is likely the present practice of quoting prices at the mill, with the 
purchaser paying the freight charges to his plant, will continue. 

“Change would be gradual.—Absorption of freight by producers probably 
would come gradually as they find it necessary, product by product, or territory 
by territory, to do so. For instance, if the demand for bars fell off while the 
demand for pipe held up, some producers of bars might start absorbing freight 
charges on bars. Similarly, if one steel-producing area were producing much 
more tonnage than it could sell within its normal sales area it might reach out 
farther for more customers and absorb freight charges in the course of acquiring 
them” (Steel, June 25, 1951, p. 47). 

“Historical significance is seen by leading Washington attorneys in the Fed- 
eral Trade Commission’s steel order acknowledging the right to absorb freight 
in order to promote competition” (Steel, July 2, 1951, p. 52). 

ang New York Times, on the other hand, was not overly impressed with the 
order: 

“The agreement on pricing methods reached last week by the Federal Trade 
Commission and the bulk of the steel industry was essentially academic” (New 
York Times, June 24, 1951). 

Subsequent events have given substance to the prediction that no immediate 
change would follow the order. The high demand for steel continued through- 
out 1951. Nineteen hundred and fifty-two has, however, seen a softening in 
certain areas of the steel market. Steel of January 14, 1952, carried an article 
entitled “New Face at the Door,” referring to the steel salesman. An issue of 
the same magazine 2 weeks later reported “Steel Squeeze Eases,” stating as 
follows: 
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“Among Detroit warehouses competition is growing strong and there are indi- 
eations that in the very near future a single price probably will prevail on 
nearly all warehouse products.” 

Business Week of February 9, 1952, reported that certain types of steel were 
almost plentiful, and Iron Age of February 22, 1952, reported that steel was 
softening as backlogs of nonintegrated mills shrink—conversion disappears. 

During the last 9 months the order has been the subject of several trade 
journal commentaries: 

Iron Age, May 1, 1952, at page 92: 


“STEEL : WILL COMPETITION CUT PRICES? 





“COMPETITIVE SCRAMBLE FOR BUSINESS SEEN PUSHING MILLS TO COST-CUTTING 
DRIVES * * * MAY HAVE TO REACH OUT FOR BUSINESS, ABSORB FREIGHT * * * 
SOME PRICES MAY BE TRIMMED 


“By J. B. Delaney 





“A return to a competitive market in steel may touch off one of the bitterest 
scrambles for business in the history of the industry. 

“This is a point largely overlooked in the tussle over how much of a price in- 
crease the producers will receive to offset higher wages for the steelworkers. 

“The producers themselves have not overlooked it. They know what’s in 
store. They are looking at already high break-even points, a decline in net 
income percent of sales, higher debt, higher fixed costs—and they’re worrying. 

“The mills already are trimming their sails. Economy drives are widespread. 
No bets, however small, are being overlooked. For example, the April issue of 
Men and Steel, slick-paper employee publication of Jones & Laughlin Steel 
Corp., carried a notice that succeeding issues will be in less expensive format, 
will have fewer pages. The reason: ‘* * * vital need to effect economies 
throughout the company.’ 

“Absorbing freight.—Steel executives know that in a softer market they will 
have to sharpen pencils to capture business outside their ‘normal’ marketing 
area. If competition really gets tough they will trim selling prices—both base 
prices and extra charges for special operations. First, though, they will in 
effect reduce prices by paying part of shipping costs to meet competition. 

“Some mills, particularly Pittsburgh district producers, at a disadvantage from 
a rail freight standpoint with mills closer to large consuming areas, will in- 
crease water shipments to take advantage of lower transportation charges. 
(The Iron Age, Nov. 1, 1951, p. 71.) 

“This is why two of the biggest problems confronting steel management today 
are costs and quality. It is shaving costs and striving to improve quality. 
This is the preliminary planning. 

“Low costs, long reach.—The producers are emphasizing cost reduction be- 
cause costs determine how far they can reach out for business before getting 
to the point where it is better to curtail or shut down a mill unit. Quality is 
important because as the market becomes more competitive customers grow 
more particular. Rejections increase—and rejections are expensive. 

“Steel producers will be under great pressure to continue operating in a com- 
petitive market. Higher fixed costs tend to increase the pressure. Many of 
them have installed new, costly equipment. They won’t let it stand idle if they 
can help it. The older, least efficient plants will be first to shut down. Some 
may even be abandoned. 

“The mills have no hard-and-fast rules on ‘price absorption’—that is, how 
much of the shipping cost they will pay to get business. This will vary product 
by product and mill to mill. 

“For instance, a Pittsburgh mill might be willing to shave its net return on 
cold-finished bars $7 to $10 per ton to meet competition in the Chicago area. But 
it wouldn’t go beyond $1.50 to $2 per ton on carbon sheets and strip. The 
reason is that there’s much more of a price leeway possible on cold-finished bars. 

“More on wide sheets.—Extra wide carbon sheets are more lucrative, so the 
price absorption on this product would be higher than on narrower sheets. Some 
mills would absorb up to $7 per ton on high strength low alloy sheets, $7 on alloy 
plates. But on hot-rolled bars, carbon plates, and some wire products they 
might not be interested in absorbing anything. 

“Producers are giving plenty of thought to prices. Under the rules they must 
post a mill price. They may shave the price to meet actual competition. But no 
one has come up with a firm answer yet on defining the terms of competition. 
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“The mills are asking whether a price quotation from a competitor to a cus- 
tomer is necessary, or whether a customer’s word that he received a lower bid from 
another producer is sufficient. Under certain circumstances, some producers 
believe, delivered prices can be quoted.” 

Steel, May 5, 1952, at page 71: 


“FTC Has AcE UP SLEEVE 


“STEEL BASING POINT CASE ISN’T DEAD ISSUE; FTC COULD PLAY TRUMP AGAIN 


“The Federal Trade Commission for the time being will let well enough alone 
in the matter of freight absorption of steel. The catch is that most steel buyers 
and sellers thought that the issue was completely settled, not just pending. 

“The settlement that was supposed to have been made last August in the steel 
multiple-basing-point case may not be final. FTC has not yet accepted the 
compliance reports which were filed by the defendants within 60 days after the 
date of agreement. The Commission says it has not accepted them because it’s 
‘not sure’ of the extent to which freight absorption and the quoting of delivered 
prices is permissible. 

“Future import.—The matter is not vital now, but it will become so in the 
period ahead when a buyers’ market again develops. Now steel producers con- 
tinue the method adopted by them in 1948; they quote f. o. b. mill prices on most 
products and charge the customer with the full transportation to destination. 
But when at some future time business falls off to the extent of forcing com- 
petitive concessions, the custom of quoting f. o. b. will have to be modified, market 
authorities believe. 

“Steel companies generally believe that they have the right, under the August 
agreement, to absorb freight in order to meet competitors’ delivered prices. The 
United States Steel Corp. in its 1951 annua lreport (p. 12) interprets the FTC 
order as in no way serving ‘to prohibit or interfere with delivered pricing or 
freight absorption as such when innocently and independently pursued, regularly 
or otherwise.’ The provisions of the order are considered important to the posi- 
tion consistently taken by United States Steel, namely, that it has the right to 
compete in good faith in any market for a share in the business of any consumer.” 

“The same in cement.—The Commission’s reluctance to acknowledge that pro- 
ducers have the right to absorb freight in order to meet competitive delivered 
prices also is reflected in its failure to accept the compliance reports in the 
Cement case which was terminated by the Supreme Court decision of October 
1947. 

“From comments by Commission spokesmen, there is no intention to interfere 
with the right to absorb freight and quote delivered prices; the Commission, 
rather, merely wants to hold its hand and wait to see what happens. 

“If there is any semblance of a return to the old multiple-basing-point- 
delivered-price system, Commission action would be likely. In the meantime, the 
question of freight absorption in quoting competitive delivered prices remains 
for final clarification.” 

Steel, November 3, 1952, at page 70: 














































“STEEL PRICING: WHAT To Expect * * * 





“Talk of surplus capacity inevitably brings up the topic of pricing. Already 
some of the steel mills farthest from principal consuming areas sense a reduced 
pressure for deliveries for next year. Ever since the basing-point decision influ- 
enced them to adopt mill pricing and let the steel buyer pay the freight costs 
the mills have not had to scratch for business. But if the tide of demand goes 
out, what will the mills at an economic or geographic disadvantage do? One of 
the country’s prominent steel company officials unequivocally told the Federal 
Trade Commission his company would absorb freight when the going gets tough. 

“The chances are no actions will be brought by the FTC where freight absorp- 
tion is involved unless a standard rate book or too obvious follow-the-leader 
pricing are indulged in. 

“The basing-point decision will stand as far as the antitrust agencies are 
concerned. 

“There is some chance, however, that a bill which passed the Senate last year 
and which provided that meeting competition is a complete defense to a price 
discrimination suit would pass Congress in the next session. A change in the 
administration could mean that the President would sign such a bill.” 
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With the various types of steel becoming more plentiful, absorption of freight 
by the steel producers will undoubtedly increase, as predicted in the trade 
journals. It is highly unlikely, however, that absorption of freight will soon 
become so widespread as to be classed as “regular” or “systematic.” Absorption 
of freight in 1947 was an expensive proposition, averaging from 80 cents to $1.25 
a ton. There have been a series of railroad freight increases since that time 
which would add greatly to the cost. It must be remembered also that the cal- 
culated cost of freight absorption in 1947 was decreased by the element of 
phantom freight which was received by the steel producers on many shipments. 
Consequently, it is unlikely that the steel industry will be interested in large 
scale absorption of freight unless enabled to compensate for the cost of absorp- 
tion by raising prices at the mill. This will not be possible unless price controls 
on steel are removed or greatly relaxed. 

The instant order is addressed solely to conspiratorial practices. It forbids the 
compiling and circulating of pricelists, extra lists and freight rate factors and 
forbids the conspiratorial use of such lists previously compiled and circulated. 
It forbids the formulation or maintenance of practices of selling to particular 
classes of customers. It forbids quoting or selling in accordance with any sys- 
tem which prevents purchasers from securing an advantage in price from any 
respondent and it forbids the failure, in concert, to quote or sell f. 0. b. mill. 
The order does not prohibit the independent use of the extra book now in existence 
or of existing freight rate books. The later, however, were rendered obsolete 
in 1951 by a general rate increase approved by the Interstate Commerce Coin- 
mission. The association has discontinued publishing freight rate factors and 
there is no reason to believe that it will resume the practice. The record con- 
tains little or no evidence of the circulation of base prices or of the fixing of 
methods of quoting and selling to particular classes of customers and it is con- 
sidered unlikely that these practices will be found to exist. All respondents 
now generally quote and sell f. o. b. mill and there is no reason to anticipate that 
they will concertedly abandon the practice of having f. o. b. mill prices. The 
order does not, however, forbid an individual respondent to refuse to sell f. 0. b. 
mill. 

The most important paragraph for compliance purposes is subparagraph 5 
of paragraph I which forbids selling in accordance with any system or formula 
which produces identical prices, which establishes a fixed relationship among 
prices or which prevents purchasers from securing any advantage in price in 
dealing with one or more of the respondents. This provision is subject to the 
conspiracy preamble of paragraph I, and its effect must be further balanced 
against the first and third provisions of paragraph III which provide that evi- 
dence of uniformity of prices alone will not be considered as a showing of a 
violation of law and that freight absorption when innocently and independently 
pursued, regularly or otherwise, with the result of promoting competition, is not 
prohibited. 

A policy of absorbing freight to meet the price of every competitor, if followed 
by all respondents, would result in a system under which a purchaser at any 
point would receive identical quotations from all respondents. The price quoted 
by respondents would be the price at the nearest mill plus freight. All the 
tools necessary to produce such price identity are in existence. Base prices at 
each mill area are published weekly in the trade Journals. Uniform extra books 
are in existence. Freight rate calculations on basic steel are relatively simple, 
and most steel companies employ rate experts who would soon b* unemployed 
if they were unable consistently to quote the lowest rate, to a penny or a fraction 
thereof, from any point to any other point. Freight rate factors published by 
an institute, association, or central group are a convenience but not a necessity 
to the maintenance of a price-matching system. If respondents decide to use 
the means at their disposal to match quotations at every point, the result will be 
a basing-point system with approximately 35 basing points instead of the 6 used 
prior to 1948. With every mill a base, there would be no phantom freight as 
such but a similar result could be achieved through the use of arbitrarily high 
mill prices. 

Such systematic freight absorption resulting in identical quotations by all 
producers to all points, when long continued and accompanied by some evidence 
that the result was a planned continuation or resumption of practices previously 
determined in conspiracy, would violate the order. It is doubtful that a rigid 
price-matching scheme could long exist without collective enforcement actions 
by respondents to prevent deviation. It is clear, however, that freight absorption 
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at the present time is sporadic rather than systematic, and it is the conclusion 
of the writer that the incurring of further investigational expense at this time 
would be useless. Before launching a full-scale investigation or study of com- 
pliance it would be preferable to await the return of conditions under which a 
violation of paragraph 5 might reasonably be expected to occur. These condi- 
tions are a buyers’ market and decontrolled steel prices. In the meantime the 
progressive pricing practices of the industry can be satisfactorily ascertained 
by means of a continuing review of the various trade journals. The case should 
be kept on the active file in the Division of Compliance for this purpose. 

The points covered in the various reports of compliance submitted by 
respondents are described briefly below. As stated above, particular attention 


is directed to the problem raised by the compliance report of United States 
Steel Corp. 


American Iron & Steel Institute 


The secretary of the institute reported that on June 15, 1950, the last and 
only then effective freight tariff book published by the institute, Freight Tariff 
Book 2-D, was canceled ; that no tariff books have been subsequently published ; 
and that the institute does not plan to publish any freight tariff books in the 
future. A copy of the notice to subscribers was submitted : 


“NoTicE To ALL SuBSCRIBERS TO FREIGHT TARIFF Books PUBLISHED BY THE 
AMERICAN IRON & STEEL INSTITUTE 


“The American Iron & Steel Institute announces that as of June 15, 1950, 
Freight Tariff Book 2-D (the only tariff book now in effect) is canceled and 
withdrawn and will no longer be supplemented or kept currently up to date. 

“It is not planned to publish this freight tariff book or any other freight 
tariff bok in the future. The arrangements for compiling such rates are no 
longer available. Subscribers should apply generally to carriers of their own 
traffic department for rates.” 

The secretary reported that on October 25, 1951, and on other occasions counsel 
for the institute addressed its principal personnel and explained in detail the 
scope and meaning of the order and its application to the activities of the 
institute. 


United States Steel Corp., and the following of its subsidiaries : 


United States Steel Co. (formerly Carnegie-Illinois Steel Corp.). 
The American Steel & Wire Company of New Jersey. 

Columbia Steel Co. 

Geneva Steel Co. 

National Tube Co. 

Tennessee Coal, Iron & Railroad Co. 


The report states generally that subparagraphs 1-7 of paragraph I of the 
order are being observed and that respondents have not acted so as knowingly 
to contribute to the maintenance or operation of any planned common course 
of action, understanding or agreement referred to in paragraph II of the order. 
The remainder of the report of compliance follows: 

“In their report of compliance, dated December 3, 1948, In the Matter of 
United States Steel Corporation, et al., docket No. 760, respondents United 
States Steel Co. (then known as Carnegie-Illinois Steel Corp.), The American 
Steel & Wire Company of New Jersey, and Tennessee Coal, Iron & Railroad Co. 
stated that: 

“ ‘Respondents do not quote or sell their rolled-steel products known as plates, 
bars, structural shapes, sheets, tin plate, wire, and wire products at Pittsburgh 
plus prices or upon any other basing point than that where the products are 
manufactured or from which they are shipped. Each of the respondents has 
adopted the method of announcing prices for its said rolled-steel products at 
the mill or shipping point, or if the customer so desires, at delivered prices 
which reflect full transportation charges from shipping point to destination. 

“ ‘Respondents indicate upon contracts or invoices for the sale of steel products 
how much is charged for such steel products f. 0. b. the producing or shipping 
point and how much is charged for the actual transportation of said products, 
if any, from the producing or shipping point to destination.’ 

“Respondents United States Steel Co., The American Steel & Wire Company 
of New Jersey, and Tennessee Coal, Iron & Railroad Co. in connection with the 
marketing in interstate commerce of the steel products involved in docket No. 
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760 have used the foregoing method of selling and such respondents and 
Columbia Steel Co., Geneva Steel Co., and National Tube Co. in connection 
with the marketing in interstate commerce of the steel products involved in 
this proceeding (which include those involved in docket No. 760) have used 
the foregoing method of selling except in a few instances where the delivered 
price was reduced to meet a competitive price, and may continue to use such 
method of selling or may adopt another method or methods of selling for the 
respective products, which may involve delivered pricing and reductions in 
delivered prices not in violation of said order to cease and desist and the law.” 

The above language is susceptible of being interpreted as an attempt by United 
States Steel Corp. to use its compliance report in the instant case to modify its 
previously submitted compliance report in the Pittsburgh Plus case. 

With reference to the respondents in the Pittsburgh Plus case the instant com- 
pliance report states: 

“* * * and such respondents * * * in connection with the marketing in inter- 
state commerce of the steel products involved in this proceeding (which include 
those involved in docket No. 760) * * * may adopt another method or methods 
of selling for the respective products, which may involve delivered pricing and 
reductions in delivered prices not in violation of said order to cease and desist 
and the law.” 

These words imply that United States Steel Corp. and its subsidiary respond- 
ents in the Pittsburgh plus order, docket No. 760, now feel free to adopt any 
method of selling not in violation of the recent order in docket No. 5508. This is 
equivalent to maintaining that the 1951 order automatically modifies the 1924 
order. 

The Pittsburgh plus order runs against United States Steel Corp. and certain 
of its subsidiaries. The order may be violated by the individual action of 
United States Steel if, for example, it quotes or sells rolled steel products upon 
any basing point other than the point of production or shipment. The theory 
behind the order in docket 5508, however, is that of conspiracy. Theoretically, 
any respondent acting independently may, under the terms of the order in 
docket 5508, use any basing point or points, real or artificial. A producer at 
Chicago, for example, could refuse to quote or sell f. 0. b. Chicago and could 
set his prices on the basis of f. 0. b. Pittsburgh exclusively, and, regardless of its 
effect on competition, such a policy would not violate the instant order as long 
as the action was taken independently. Violation requires a planned common 
course of action, or continuation thereof, between any two or more of the re- 
spondents or between any one or more of the respondents and others. Conse- 
quently, conduct violative of the Pittsburgh plus order would not necessarily 
violate the conspiracy order in docket 5508. 

The Pittsburgh plus action was brought under section 5 of the Federal Trade 
Commission Act and section 2 of the Clayton Act. The record established that 
the arbitrary pricing system employed by the producer of almost one-half of the 
Nation’s total rolled steel, and followed by its competitors, had resulted in gross 
competitive inequities among users of steel. The order of the Commission was 
issued on July 21, 1924. Following passage of the Wheeler-Lea amendment, 
United States Steel petitioned on May 18, 1938, to have the order set aside. On 
October 4, 1944, the Commission filed a cross-petition for enforcement of the 
order. Subsequently, United States Steel consented to the affirmance and en- 
forcement of the order, and a decree to that effect was entered by the court of 
appeals, third circuit, on October 5, 1948. The decree concluded as follows: 

“And it is hereby further ordered, adjudged, and decreed, That this court re- 
tain, and it does hereby retain, jurisdiction of this proceeding to the extent neces- 
sary to compel obedience to said order to cease and desist or to make or allow 
to be made any such modification thereof as may hereafter be necessary or ex- 
pedient, but without prejudice to the right of the Federal Trade Commission to 
initiate such contempt proceedings or other proceedings for the enforcement of 
said order as may be warranted by law, and without prejudice to the rights of 
the petitioners and each of them at any time or from time to time hereafter to 
make applications in this court or before the Federal Trade Commission for such 
amendments or modifications of said order or of this decree as may be warranted 
by law.” 

Respondents have not applied in the court or before the Federal Trade Com- 
mission for modification of the order, nor has the Commission on its own motion 
sought to modify the order. There is no basis for concluding that the terms 
of the order have been modified or relaxed by a subsequent order of the Com- 
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mission involving other parties and based on an entirely different cause of 
action—conspiratorial price fixing. 

The wording of the compliance report under discussion appears to have been 
earefully selected, either for the purpose of probing the attitude of the Commis- 
sion or for the purpose of subtly recording the modified intentions of United 
States Steel Corp. and its subsidiaries with respect to compliance with the 
Pittsburgh plus order. 

The Pittsburgh plus order was good law in 1924; it is good law now, and it 
may prove to be a more effective means of preventing unfair practices in the 
steel industry than the instant order. It is important that its integrity be main- 
tained. It is recommended, therefore, that United States Steel Corp. be requested 
to clarify its report of compliance. 


Bethlehem Steel Corp. and the following of its subsidiaries: 
Bethlehem Pacific Coast Steel Corp. 
Bethlehem Steel Co. 


Separate reports were filed by the parent corporation and by each of the two 
operating companies. Bethlehem Steel Corp. reports that its business consists 
chiefly of owning and holding stocks of subsidiaries; that it does not manufacture 
or produce steel; and that it has nothing to do with the pricing or selling of any 
steel products. 

The two named subsidiaries report that except for a limited number of special 
products (wire products generally and pipe) they do not print price lists, although 
a list of extras and deductions is printed and circulated to the trade. All sales, 
in the case of Bethlehem Steel Co., are approved and made at the home office; 
in the case of Bethlehem Pacific Coast, sales may be approved at its district 
offices, which are located at Los Angeles, San Francisco, Seattle, and Portland. 
Salesmen are advised by telegram, typewritten message, or telephone. 

The report of Bethlehem Pacific Coast is, in part, as follows: 

“All prices at which steel products are offered for sale by Bethlehem Pacific 
Coast are f. o. b. at the point of manufacture or other point of shipment or on 
a delivered-price basis. In any case where it is deemed necessary to do so in 
order to secure desired business, Bethlehem Pacific Coast may reduce its prices 
in order to meet competition.” 

There is a similar paragraph in the report of Bethlehem Steel Co. 

Both subsidiaries report that their printed “conditions of sale” provide, among 
other things, that prices quoted are subject to adjustment to prices existing at 
the time of shipment, and that if such prices include transportation charges to a 
designated point any change therein shall be for the account of the buyer, and 
that, except as otherwise provided in a quotation, the seller shall not be respon- 
sible for charges of any kind incurred in connection with transportation which 
are not included in the applicable tariff freight rate. 


Republic Steel Corp. and its subsidiary, Truscon Steel Co. 


A single report was submitted. As to Republic Steel Corp., it was reported: 

“Prices quoted by or paid to said respondent are currently, and for some time 
past have been, mill prices, consisting of a base price at the mill or other point 
of shipment, plus extras for additional services performed or characteristics 
added to meet a particular purchaser’s specifications. All transportation charges, 
if any, are currently for the account of the purchaser. However, delivered prices, 
consisting of the mill price, plus actual transportation charges, may be quoted 
and made at the request of a customer. In order to compete with other sellers 
to obtain business which it considers desirable, said respondent has, in the past, 
authorized, and may in the future authorize, its chief sales executive, in the 
regular course of its business, to offer to sell and to sell at reduced delivered 
prices computed as above set forth.” 

According to the report, Truscon Steel Co. does not produce any of the steel 
products covered by the order. It occasionally sells products covered by the 
order, and on such occasions quotes the mill price of Republic if shipment is 
made from the mill, and the Truscon warehouse price if shipment is made from 
such a point. 


The Youngstown Sheet & Tube Co. 


This company reports that sales are made at mill prices, with all transpor- 
tation charges for the account of the buyer, but that, upon request of the buyer, 
Youngstown will quote and sell at a delivered price, which, in each case, is: 
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““(1) An amount equal to Youngstown's mill price for the product involved, 
in effect at the time of shipment, plus actual delivery charges from the point 
of shipment to the point of delivery ; or 

“(2) Such lesser price as Youngstown may, in any instance, deem it advisable 
to accept for any such product in order to compete for desirable business.” 
Jones & Laughlin Steel Corp. 


This respondent stated as follows: 

“Since said order was issued on August 10, 1951, and for some time prior 
thereto, it has been the policy of the respondent (except in respect to sales made 
from warehouses at its announced warehouse prices) to quote and sell the steel 
products covered by said order at its announced prices f. o. b. the mill of pro- 
duction or delivered prices made up of the price f. o. b. the mill of production 
plus transportation charges therefrom to destination. The respondent, however, 
has reserved and will continue to reserve the right to make sales at delivered 
prices with transportation charges reduced to the extent necessary to meet in 
good faith the delivered prices of competitors.” 


Armco Steei Corp. (formerly the American Rolling Mill Co.) and its subsidiary, 

Sheffield Steel Corp. 

Separate reports were submitted by the parent and the subsidiary. The rela- 
tionship between the two was discussed in the Armco report : 

“We do not interpret this order to require any change in this business relation- 
ship between the 2 companies, in the representation of Armco personnel on the 
board or in the management of Sheffield, in the necessary interchange of the 
information between the 2 companies, or in that community and consistency of 
policy as between the 2 companies which inevitably stems from Armco’s 100 
percent ownership. We do interpret the order to mean that neither company 
may do, in combination with the other, any of the things which it is prohibited 
itself from doing.” 

The following statement was made regarding freight charges: 

“Since July 13, 1948, and continuing to date, Armeo has quoted and sold the 
steel products covered by the order at prices f. 0. b. the plant of manufacture. 
We understand, however, that the order does not prohibit other methods of 
quoting and selling, provided that they are ‘innocently and independently pur- 
sued, regularly or otherwise, with the result of promoting competition’ (par. 
III [8]). Armeo will continue to make all policy decisions independently and 
without direct or indirect agreement of any kind with its competitors.” 

Armco reported that it independently determines its prices, basing them on 
plant cost studies, allocation of administrative and other expenses, evaluation 
of market conditions, including prices actually received by competitors, and the 
demand for the products. 

Attached to the Armco report as exhibits were a detailed memorandum con- 
taining recommendations by counsel and a group of intracompany memorandums 
relaying these recommendations to various key officials and departments. 

The report of the subsidiary, Sheffield Steel Corp., is similar to that of Armco. 

The memorandum of counsel and the instructions relayed to the various key 
personnel appear generally to follow the law. 


National Steel Corp. and the following of its subsidiaries : 
Weirton Steel Co. 
Great Lakes Steel Co. 


In a single report these respondents state that since July of 1948 they have 
sold their products exclusively f. 0. b. their mills but that they reserve the right 
“in the future, if market conditions change, to reduce their f. 0. b. price or to 
absorb a portion of the transportation cost of their products to meet the prices 
of a competitor.” In addition, they state that f. 0. b. prices are announced pub- 
licly; that lists of extras are printed and circulated; that when requested 
current prices are supplied to the trade journals Iron Age and Steel for publica- 
tion along with similar information with respect to other respondents ; and that 
they reserve the right to choose customers and to levy additional service charges 
“to cover the cost of adapting the storage and delivery facilities at any of their 
respective plants to fit any special form of transportation requested by a 
customer.” 

Inland Steel Co.—(On September 5, 1951, the Commission modified its order by 
striking therefrom Inland Steel Products Co., formerly known as Milcor Steel 
Co., a subsidary of Inland Steel Co.). 
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Accompanying the general statement of compliance is a copy of a letter of 
instructions from the president of the company to the personnel. Future policy 
regarding freight absorption is not specifically mentioned in the body of the re- 
port or in the attached letter, but the following statement appears in the letter: 

“Inland must know at all times what is its competition in order to determine 
what its pricing policies shall be, and it will continue to be Inland’s policy to 
meet any price quoted by a competitor where it is considered advisable to do 
80.” 


Wheeling Steel Corp. 


This company reported as follows: 

“(1) Since August 1948, Wheeling has not quoted or sold any steel product 
covered by the order on any ‘basing point’ method. On the contrary, it has, in 
general, quoted and sold such products f. o. b. mill, or, at the customer’s option, 
at delivered prices computed by adding actual transportation charges to f. o. b. 
mill prices. It has, however, reserved, and now reserves, the right, in the quo- 
tation of prices, for, and sale of, such products, to meet competition, in whole or 
in part.” 

Steps taken to notify personnel of the requirements of the order are outlined 
in the report of compliance. Submitted as part of the report was a directive 
signed by the corporation president and chairman of the board. Entitled “Di- 
rective Regarding Compliance with Sherman Act, Federal Trade Commission 
Act, and Order of the Federal Trade Commission Dated August 10, 1951,” this 
document contains detailed instructions on compliance with antitrust laws in 
general. The attached mailing list indicates that the directive was distributed 
to many key personnel. 


The Colorado Fuel & Iron Corp. 


This corporation reports that in 1948 it established base prices at its four 
plants; that since that time it has quoted and sold f. o. b. plant; and that in 
certain instances it has quoted and sold at delivered prices equal to or less than 
the base price plus delivery charges. 


Claymont Steel Corp. (formerly Worth Steel Co.) 


Claymont Steel Corp. is a subsidary of the Colorado Fuel & Iron Corp. It 
reports that since August 10, 1948, it has quoted and sold, and is now quoting 
and selling, all steel products produced at and shipped from its plant on an 
f. o. b. Claymont, Del., basis. 


Crucible Steel Company of America 


This company reported as follows: 

“At all times since August 10, 1951, sales of steel products made by this 
respondent have wholly or almost wholly been made at prices quoted f. o. b. the 
places of actual manufacture or shipment thereof. As appears to be indicated 
by subparagraph (h) of paragraph I of the Commission’s order of August 10, 
1951, this respondent will continue to offer its steel products at such prices, 
quoted f. o. b. the places of actual manufacture of shipment thereof, either gen- 
erally or when such quotations are required; but this respondent construes the 
Commission’s said order to permit it to quote delivered prices for its products, 
and to reduce any such delivered price when such a reduction is necessary in 


good faith to meet competition, to the extent permitted by law at the time being 
and by the order aforesaid.” 


Pittsburgh Steel Co. 


The report of this company was identical to that of Crucible Steel Company 
of America. 


Sharon Steel Corp. 


The compliance report of Sharon Steel Corp. was identical to that submitted 
by Crucible Steel Company of America. 


Alan Wood Steel Co. 
The report of this company contained only a general statement of compliance. 
Acme Steel Co. 


In addition to the points common to all reports, this report states only that 
the order has been studied and considered and that proper personnel have been 
directed to comply with the terms of the order. 
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Allegheny Ludlum Steel Corp. 
This report contains only a general statement of compliance. 
American Chain & Cable Co., Inc. 


This company reports that its tonnage of products covered by the order is 
“infinitesimally small, being about 0.3 percent of the total tonnage sold by mem- 
bers of American Iron and Steel Institute.” It reports further that 95 percent 
of its sales of such products have been f. o. b. Monessen, Pa. In a few in- 
stances in the vicinity of Detroit, Mich., this respondent reports that it has 
equalized freight with Cleveland in order to meet prices quoted by other manu- 
facturers and to hold old customers. 


Atlantic Steel Co. 


Atlantic reports that on July 17, 1948, it abandoned the use of the basing 
point system and adopted a basis of f. o. b. pricing; that from July 17, 1948, 
until August 29, 1950, sales were occasionally made at delivered prices; that 
on September 1, 1950, its sales manager “was instructed to discontinue meeting 
competitive prices for the steel products produced by the company’; and that 
since September 1, 1950, all sales have been strictly f. o. b. mill. The company 
reserves the right, however, “to change said pricing practices in any lawful 
manner at any time and from time to time.” 


The Babcock & Wilcox Tube Co. 
This report contains only a general statement of compliance. 
Bliss & Laughlin, Inc. 


This corporation reports that its officers and sales personnel have been in- 
structed to comply with the order by means of a memorandum outlining the 
principal provisions of the order. A copy of the memorandum was submitted 
with the report of compliance. 


Continental Copper & Steel Industries, Inc. (formerly Continental-United In- 
dustries Co., Inc.) 


This concern reports that its principal personnel have been instructed by 
counsel as to compliance; that the concern does not exchange freight rate or 
pricing information; and that it is complying fully with the order. 


Buffalo-Eclipse Corp. (formerly Buffalo Bolt Co.) 
Buffalo-Eclipse Corp. reports that its principal products are bolts and nuts 


and machined products not included in the steel products subject to the order. 
Sales are presently made on anf. o. b. plant basis only. 


A. M. Byers Co. 
This company’s report contains only a general statement of compliance. 
The Carpenter Steel Co. 


This company reported, in part, as follows: 

“Respondent reserves the right to quote prices lower than its regular prices 
to meet in good faith an equally low price of a competitor and when such 
lower prices are delivered prices, to absorb freight for the purpose of promot- 
ing competition.” 


Central Iron & Steel Co. 


Central Iron & Steel Co. reports that since 1945 it has quoted its steel prod- 
ucts f. o. b. plant at Harrisburg, Pa.; and that it will continue to do so in 
the future. 

“Provided, however, That if in the future market conditions necessitate, the 
company may be forced to absorb freight rates to obtain sufficient business to 
operate its mills as it was forced to do in the past, in which event it will do 
so individually to the extent the same-may be permitted by law and not by 
agreement or planned common course of action with any competitor or com- 
petitors.” 

Central resigned as a member of the American Iron and Steel Institute on 
June 8, 1949. 


Columbia Steel.& Shafting Co. 


This concern reported as follows: 

“At all times since August 10, 1951, sales of steel products made by this 
respondent have wholly or almost wholly been made at prices quoted f. o. b. the 
places of actual manufacture or shipment thereof. As appears to be indicated 
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by subparagraph (6) of paragraph I of the Commission’s order of August 10, 
1951, this respondent will continue to offer its steel products at such prices, 
quoted f. o. b. the places of actual manufacture or shipment thereof, either 
generally or when such quotations are requested ; but this respondent construes 
the Commission’s said order to permit it to quote delivered prices for its products, 
and to reduce any such delivered price when such a reduction is necessary in 
good faith to meet competition, to the extent permitted by law at the time being 
and by the order aforesaid.” 


Columbia Tool Steel Co. 


This concern described its present method of selling as follows: 

“Material delivered from the Chicago Heights, Ill., plant is sold on an f. o. b. 
Chicago Heights, IIL, basis. Subject to approval by an officer of the company, 
sales may be made with such an allowance as is necessary to equalize with 
competitive sales made by other companies. Shipments are made collect, gen- 
erally speaking. On sales where customers request that material be quoted, 
invoiced and shipped on a delivered basis the company prepays transportation, 
adding the same to the invoice and extending transportation charges to the fifth 
decimal point per pound. 

“On shipments made from warehouses and branches, a warehouse charge of 
314 cents or 54% cents per pound is made, depending on location of destination 
points, to cover metropolitan door and outlying carrier delivery. Where delivery 
cost from warehouses and branches exceeds such charge by 25 cents or more, 
such excess is charged in addition to the amounts above specified. Transporta- 
tion charges on such warehouse and branch shipments are customarily prepaid. 

“Exceptions to the above customary methods of selling may be made upon 
authority of district managers in individual cases to meet competitive situations.” 


Compressed Steel Shafting Co. 


This respondent reports merely that it is complying with all provisions of the 
order. 


Connors Steel Co. 


This company reports that since 1939 it has quoted and sold its products f. 0. b. 
plant at Birmingham, Ala.; that it has destroyed the freight tariff books fur- 
nished by the institute; and that it has revised its terms and conditions of sale. 
A copy of the current terms and general conditions of sale was attached to the 
report. 


Continental Steel Corp. 


This concern reports that galvanized and hot rolled steel sheets and wire are 
quoted f. o. b. plant at Kokomo, Ind., with transportation costs for the account 
of the buyer. Wire products are sold at delivered prices determined by columnar 
tables said to have been independently prepared and which, the company reports, 
result in prices which do not deviate from the sum of f. o. b. price and actual 
freight by more than one-half cent. Complete chain link fence jobs are quoted 
and sold at State zone prices which include delivery and erection costs. Orna- 
mental fence is sold f. 0. b. except where lower delivered prices of competitors 
are met. 

The following statements were included in the report: 

“However, this company reserves to itself the right at any time, in good faith 
and independently of others, to deviate from its published prices to meet the 
known lower delivered price of a competitor with an equally low delivered price, 
on any of its products. 

“This company reserves the right, when it finds it necessary in order to meet 
known delivered prices of competitors, to absorb freight, independently and with- 
out agreement, understanding, concert or consultation with any respondent or 
other competitor.” 


Copperweld Steel Co. 


This company reported as follows: 

“All products are offered upon an f. o. b. mill, Warren, Ohio, basis and are 
shipped freight collect. 

“If requested, the company will quote upon a delivered pricing base (basing 
point), and in order to meet competition will so sell and will and does absorb 
freight costs. The company is not collecting any phantom freight charges. 

“The company’s ingot and carbon steel products are in practically all cases 
sold f. o. b. mill, Warren, Ohio. An exception would be where the purchaser 





l 
] 
I 
t 





ADMINISTERED PRICES 4557 


is not the first receiver, a typical case being where the company ’s tube rounds are 
destined for further fabrication. 

“With respect to its alloy products, such as bars, blooms, billets and slabs, the 
company’s base prices are determined from the prices published weekly in the 
magazines Steel and Iron Age.” 

Attached to the report were December 1, 1950, price and extra lists. 

The Cuyahoga Steel & Wire Co. 

This company stated as follows: 

“Since prior to August 10, 1951, this company has not deviated from its in- 
dependently established f. o. b. Cleveland prices. However, this company re- 
serves to itself the right at any time in good faith and independently of others, 
to deviate from its published prices to meet the known lower delivered price of a 
competitor with an equally low delivered price on any of its products. 

“This company reserves the right, when it finds it necessary in order to 
meet known delivered prices of competitors, to absorb freight, independently and 
without agreement, understanding, concert or consultation with any respondent 
or other competitor.” 


Detroit Steel Corp. 
This corporation reports that the scope and meaning of the order have been 
explained in detail to its principal personnel by counsel and that all provisions 


of the order are being followed. A copy of the institute’s notice of cancellation 
of freight tariff books was attached to the report. 


Henry Disston & Sons, Inc. 


The above-named concern reports that it is complying with the order and 
that principal personnel have been informed as to the scope and meaning of the 
order. 


Edgewater Steel Co. 


Edgewater reports that its only product subject to the order is carbon steel 
ingots and that, with rare exceptions, all such ingots are used by this re- 
spondent in its own plants. On the infrequent cccasions when ingots are sold, 


the sales are made f. o. b. plant at prices individually negotiated at the time 
of sale. 


Firth Sterling Steel € Carbide Corp. 

This respondent states that its only products subject to the order are tool 
steel and shank steel for tools; that its personnel have been informed as to the 
order; and that all provisions of the order are being observed. 

Follansbee Steel Corp. 


This report was identical to that of Crucible Steel Company of America 
quoted, in part, on page 23. 


Fretz-Moon Tube Co. 


This respondent reports that of the steel products covered by the order it 
produces for sale. only pipe in small sizes and that sales are currently made 
f. o. b. mill. Respondent also states: 

“In order to compete wtih other sellers to obtain business which it considers 
desirable, this respondent has, in the past, authorized and may, in the future, 
authorize its chief sales executive, in the regular course of its business, to offer 
to sell and to sell at reduced delivered prices computed as above set forth.” 
Granite City Steel Co. 

This respondent reported as follows: 

“This respondent states that prices of all products manufactured and sold 
by it, including all factors and elements entering into the calculation of said 
prices, are determined by it independently. Commencing on or about July 26, 
1948, this respondent quoted and sold all of its products on an f. o. b. mill price 
basis or on a delivered price basis calculated by adding to the f. o. b. mill price 
actual transportation charges to the point of destination. All such transporta- 
tion charges have been incurred for the customer’s account. 

“This respondent shall not be deemed to have represented herein that its 
pricing policies hereinabove described shall continue without change, nor that 
it shall in no event sell its products at reduced prices. This respondent specifically 
reserves the right to change such pricing policies and to sell at reduced prices 
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where and when required in order in good faith to meet the equally low price 
of a competitor, or the services or facilities furnished by a competitor.” 


Griffin Manufacturing Co. 


This respondent reports that officers and sales personnel have been informed 
of the order and that the order is being observed. 


Newport Steel Corp. 


This respondent states that since the order and long prior thereto it has been 
selling on the basis of f. o. b. plant, but that it reserves the right to adopt any 
selling practices not in violation of the order or the law. 


Joslyn Manufacturing and Supply Co. 

This respondent states merely that it is complying with the order. 
Judson Steel Corp. 

Reciting the terms of the order, this concern reports that it is complying. 
Keystone Drawn Steel Co. 


Keystone reports that it operates one small mill producing only cold finished 
steel bars. It reports that prices are independently determined; that its execu- 
tives are fully apprised of the terms of the order; and that the order is being 
fully observed. 


Keystone Steel € Wire Co. 


This respondent reported, in part, as follows: 

“On August 2, 1948, this respondent established f. o. b. mill prices for all 
products manufactured and sold by it and has maintained the practice of pricing 
and selling its products f. o. b. mill to the present time. At the same time, to 
permit it to compete in certain of its major markets, this respondent has also 
announced and maintained in effect prices f. o. b. other points, as follows: 

“With respect to all of its products, except rope wire, it has established 
and maintained prices f. 0. b. Chicago. 

“With respect to its merchant wire products, excepting posts, nonclimable 
fence, and netting, it has established and maintained prices f. o. b. Pitts- 
burgh, Pa. 

“On August 2, 1948, at the time f. o. b. mill prices were established, respondent 
independently established a delivery charge for deliveries within the Peoria 
switching district of 5 cents per hundred pounds, with a minimum of $1.50 for 
each delivery. 

“This respondent has four classes of customers recognized by it in its pricing 
and sales practices; namely, dealers, jobbers, railroads, and fabricators or 
manufacturers who buy its industrial wire products. Effective February 26, 
1951, this respondent commenced quoting and selling to its railroad customers 
on an f. o. b. mill basis at a slight discount below ordinary dealer prices, f. 0. b. 
mill. No other special practices exist in regard to special classes of customers. 

“And now having reported in detail the manner and form in which it has 
complied with said order of August 10, 1951, this respondent prays that it be 
discharged from any further obligation under paragraph IV of said order.” 


Laclede Steel Co. 


This concern reported as follows: 

“Respondent sells steel products either (@) at its established mill prices, the 
purchaser paying the delivery charges from point of shipment to point of de- 
livery ; or (b) at delivered prices which are its established mill prices plus actual 
delivery charges from point of shipment to point of delivery. However, respond- 
ent reduces its prices and absorbs freight whenever, wherever, and to the extent 
that it sees fit to do so, in order to meet competition, and respondent reserves 
the right to change at any time its method of selling steel products, or to adopt 
new methods, insofar as such change or such new methods are not prohibited by 
law.” 


Latrobe Electric Steel Co. 

This report was identical to that of Crucible Steel Company of America, above 
on page 23. 
Lukens Steel Co. 


Lukens reports that every division head in its sales department has been 
advised of the order and that the order is being observed. 
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The Mahoning Valley Steel Co. 


This respondent states that its prices are independently determined and that 
all of its products are sold f. 0. b. plant, Niles, Ohio. 


The Medart Co. 


This respondent reported as follows: 

“We will comply with this order by not entering into any planned common 
cause of action, understanding or agreement with any respondent, or any part 
or parties outside of our own company to do or perform any of the things speci- 
fied in this order. 

“The Medart Co. makes only one grade of turned and polished Medart SF 
shafting which is a grade of shafting that is not made by anyone else as far as 
we know. Furthermore, we are the only steel mill making shafting in the 
St. Louis, Mo., area. We have always established our price on an f. o. b. 
St. Louis basis.” 


Mercer Tube & Manufacturing Co. 


This report is identical to that submitted by Crucible Steel Company of 
America, above on page 23. 

The Midvale Co. 

Reciting the terms of the order, this concern reports that it is complying fully. 
Moltrup Steel Products Co. 

This concern described its present pricing practices as follows: 

“That it generally sells its products f. o. b. its mill at Beaver Falls, Pa. In 
certain instances and to certain customers the actual cost of transporting said 
products from the mill to the point of delivery specified by the customer is 
added to the f. 0. b. price of the product and collected from the customer. In 
most cases, however, the cost of transportation is paid directly to the carrier by 
the customer and this respondent collects only the f. o. b. price. 

“In the case of a relatively small proportion of its sales (estimated to be 
1 percent of total sales) this respondent is forced to reduce its f. 0. b. price or 
to absorb a portion of the transportation cost of its products in an individual 
transaction with a buyer in order to meet a lower price which a competitor is 
quoting such buyer. 

“That on occasion this respondent, when specifically requested by the trade 
papers Iron Age and Steel, supplies the current prices for its products and its 
extras and deductions to the editors of such papers. This information is pub- 
lished in said trade papers along with similar information with respect to other 
respondents. 

“That this respondent does not refuse to quote to sell and deliver any of its 
steel products f. o. b. the plant of manufacture thereof. It does, however, re- 
serve its constitutional right to choose its own customers and its right to charge 
an additional handling or service charge to cover the cost of adapting its storage 


and delivery facilities to fit any special form of transportation requested by a 
customer.” 


National-Standard Co. 


This respondent reports very briefly that it is not engaged in and does not 
intend to engage in any of the practices covered by the order of the Commission. 


The National Supply Co. 


This respondent described its present pricing practices as follows: 

“At the present time, respondent, the National Supply Co., offers steel pipe 
and tubing at f. o. b. mill prices; in most instances the shipments are made 
freight collect, and in all other cases freight is prepaid and charged to the pur- 
chaser at actual cost to respondent, the National Supply Co.” 


Northwestern Steel & Wire Co. 


In support of its statement of compliance, this respondent submitted a 
copy of its current pricelist. The report is, in part, as follows: 

“Also, as clearly shown by this respondent’s pricelist, respondent either sells 
f. o. b. mill or equalizes its prices with those of a competitor, depending upon 
the wishes of its customers and solely to meet competition. In some cases prices 
may be equalized by reference to certain producing points in various sections 
of the country, while in others respondent uses its mill location. 

22805—59—pt. 8——-13 
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“As evidence of these assertions respondent submits herewith its current 
pricelist which is the same as that on file with the Office of Price Stabilization. 
Comparison of this list with those of competitors will show that respondent’s 
base prices are different from those of at least one, and in most instances, more 
of its competitors.” 


Pacific States Steel Corp. 
This respondent cites the various provisions of the order and states that it is 
complying. 


Pittsburgh Tool Steel Wire Co. 

This respondent reports that it resigned from the institute on March 25, 
1948; that it is a small independent processor, not a producer of iron and steel ; 
and that its products are used principally in dental instruments, cutting tools, 
watch parts, etc. All products except drill rods and tool-steel flats are sold 
f. o. b. plant, at Monaca, Pa., with the buyer paying all freight costs. On sales 
of drill rods respondent occasionally absorbs a portion of the freight to meet the 
lower price of a competitor. Tool steel flats are sold freight allowed to any 
point in the United States on shipments of 100 pounds and over. 


Pittsburgh Tube Co. 

This respondent reported as follows: 

“Pittsburgh Tube Co., on July 26, 1948, discontinued the use of so-called basing 
points and has since followed the practice of quoting mill prices, or occasionally 
delivered prices involving actual freight from mill to destination. 

“Pittsburgh Tube Co., on December 31, 1950, permanently discontinued the 
manufacture of standard pipe, its only product involved in this proceeding, and 
on August 10, 1951, when the order to cease and desist was entered, its stock 
of this product for sale has been exhausted.” 


Pollak Steel Co. 

This respondent reported as follows: 

“It fixes its own price f. o. b. its mill in Marion, Ohio, on the factors of its 
own cost, volume and competition. 

“In computing price quotations on commodities, extras, and deductions, this 
respondent determines these items within its own staff, based on current costs 
and other relevant conditions that prevail from time to time. 

“This respondent collects and compiles information on actual freight rates 
within the area it customarily serves: where these are not current or available, 
freight rate charges are obtained from the particular railroads involved. 

“Respondent sells railroads f. o. b. mill and at times, in case of off-line roads, 
f. o. b. the nearest point on line of the railroad. 

“Respondent does not make prices according to any formula which produces 
identical pricing; it meets known competition as permitted by law. 

“FE. o. b. mill prices are available to every buyer and are so quoted.” 


Reeves Steel € Manufacturing Co. 


The report is identical to that of Crucible Steel Company of America quoted, 
in part, at page 23. 

John A. Roebling’s Sons Co. 

This concern reported as follows: 

“This respondent has not changed any of its prices of any of its steel products 
involved in that proceeding since the said cease-and-desist order was entered 
herein on August 10, 1951, inasmuch as this respondent is precluded from in- 
creasing such prices over those prices in effect on January 15, 1951, by its 
participation in a voluntary agreement requested by the Economic Stabilization 
Agency pursuant to section 708 of the Defense Production Act of 1950, which 
request was made after consultation with the Chairman of the Federal Trade 
Commission and with the approval of the Attorney General, and inasmuch as 
costs of production have been such as to preclude the lowering of such prices 
as a matter of sound business policy. 

“This respondent has destroyed all lists of freight-rate factors which it ré- 
ceived from the American Iron and Steel Institute, and since the said cease- 
and-desist order was entered herein on August 10, 1951, has not used: any such 
lists in computing price quotations. 

“This respondent has not, since the said cease-and-desist order was entered 
herein on August 10, 1951, refused to quote or sell and deliver any steel products 
f. o. b. the plant of manufacture thereof. , 
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“This respondent has not, since the said cease-and-desist order was entered 
herein on August 10, 1951, absorbed freight or equalized freight or otherwise 
adjusted its prices in accordance with any system to produce identical delivery 
prices with any competing seller of steel products.” 


Rotary Electric Steel Co. 


This respondent reported as follows: 

“As at October 1, 1948, it adopted a general pricing policy of quoting all 
of its products f. o. b. its mill in Warren Towship, Macomb County, Mich., 
which policy it still pursues. In isolated instances of unsubstantial dollar 
consequence, when necessary to meet competition it has offered to absorb freight 
to the extent permitted by law and by the terms and conditions of the cease- 
and-desist order issued in the within cause. It specifically reserves to itself 
the right, when lawful, to do so in the future.” 


The Standard Tube Co. 

This respondent reported as follows: 

“All products and services of the Standard Tube Co. have been sold or offered 
for sale at all times subsequent to August 10, 1951, and for a substantial period 
of time prior thereto, on an f. o. b. mill basis. Any and all deviations in the 
f. o. b. basis pricing policy of the Standard Tube Co. subsequent to August 10, 


1951, have been the result of meeting in good faith the delivered price offered 
or quoted by competitors.” 


Superior Steel Corp. 


The report of this respondent is identical to that of Crucible Steel Company 
of America partially quoted above, at page 23. 


Sweet's Steel Co. 


This respondent reported that it was complying fully with the order and 
concluded as follows: 


“However, Sweet’s Steel Co. reserves the right to continue to quote its 
products at f. o. b. prices. 

“Sweet's Steel Co. reserves the right to quote its product at mill prices, i. e., 
selling price plus freight. 

“Sweet’s Steel Co., at all times, reserves the right to quote its products at 
prices necessary to meet competition in its field.” 
The Thomas Steel Co. 


This respondent reported as follows: 

“With reference to the requirements of paragraph IV of the order to cease and 
desist, issued August 10, 1951, by the Federal Trade Commission, the respondent, 
the Thomas Steel Co., reports that on August 31, 1951, it transferred all of 
its business and physical properties to the respondent Pittsburgh Steel Co.; 
that it thereupon cease to, and will not further, engage in business; and that 
it is in process of liquidation.” 

The Timken Roller Bearing Co. 

This respondent described its pricing practices as follows: 

“Prices currently in effect for steel products sold by this respondent are 
computed from Products and Prices Catalogues published in December 1949. 
The issuance of these catalogs followed shortly after the negotiation of an 
extension of the collective bargaining agreement between this respondent and 
the United Steelworkers of America, covering respondent’s production and 
maintenance employees; and the prices contained in the calalogs therefore re- 
flected increased costs which were anticipated as the result of such agree- 
ments. The catalogs are issued only to this respondent’s district sales offices 
and to customers. They show thé additions to be made to the base prices for 
bars, blooms, and billets, for various specifications as to alloy content, size, 
treatment and finish, ete. The charges for certain specifications, as published 
in these catalogs, represented substantial increases over earlier prices, upon the 
basis of experience showing that these forms of steel could not be produced 
and sold by this respondent profitably at prices previously established to meet 
competition. 

“A further factor which enters into the computation of prices is a charge 
for transportation from mill to point of delivery. However, the freight fac- 
tor may be reduced in any case by the difference between the transportation 
costs from this respondent’s mill and the transportation costs from the nearest 
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competing producing point. At the present time, freight charges are computed 
from tables prepared by a commercial agency; but the traffic department of this 
respondent has been compiling, from the traiffs published by railroads and other 
carriers, a new freight list which this respondent expects to put into use at an 
early date. 

“Since the publication of the 1949 catalogs, this respondent has announced 
two general price increases of 5 percent each, the latest effective October 9, 1950. 
These increases were made to take into account general wage increases put 
into effect at those times. Other price increases have been made to reflect in- 
ereased costs of nickel and tungsten. The former was made effective June 11, 
1951, in accordance with CPR 30, by reason of changes in tungsten costs auth- 
orized by CPR 33. The latter price increase became effective July 30, 1951, and 
was made in accordance with SR 42 of the GCPR. 

Universal-Cyclops Steel Corp. 

The present pricing practices of this respondent were described as follows: 

“This respondent has for a number of years and is continuing to sell its steel 
products f. o. b. its producing mills which are located at Bridgeville and Titus- 
ville, Pa., respectively, and when necessary to meet competition at distant points, 
it has equalized and is now equalizing transportation charges with the nearest 
competitive producing point. This equalization of transportation is set forth 
on the invoice by crediting the customer with transportation charges from the 
mill of this respondent which produced the goods and by charging the customer 
with transportation charges from the nearest competitive producing point. The 
customers of this respondent pay the actual transportation charges direct to 
the carrier, except in cases where customers request that this respondent pre- 
pay the transportation charges, in which event such charges are added on the 
invoice and paid by the customer. In some cases to meet competition special 
sales of miscellaneous items for which there is a very limited demand are made 
on a delivered price basis. However, such sales represent on an average only 
approximately 2 percent of total annual sales. 

“A large percentage of steel products produced by this respondent are shipped 
by truck at the request of the customer and somewhat in excess of 50 percent of 
all products produced by this respondent are so shipped. 

“There have been and continue to be many occasions on which this respondent 
has sold steel products f. o. b. its producing point and has delivered said products 
to its customers’ trucks at that point without making any additional charge for 
such type of delivery. 


Vanadium-Alloys Steel Co. and its subsidiary, Anchor Drawn Steel Co. 


The compliance report submitted on behalf of Vanadium-Alloys and its 
subsidiary is identical to that of Crucible Steel Company of America partially set 
forth above, at page 23. 


Vulcan Crucible Steel Co. 


This respondent relates the manner in which it is complying with the order 
and concludes as follows: 

“We do intend from time to time, in order to meet the price of a competitor 
in any given locality, to lower our prices, if necessary, either directly or through 
absorption of freight charges. If this is contrary to anything in your order, 
please advise us immediately.” 


The Western Automatic Machine Screw Co. 


The report recites the terms of the order, with a statement of compliance, and 
concludes as follows: 

“Its present method of selling its steel products, namely, cold drawn carbon 
and alloy bars, is on an f. o. b. mill basis which method it intends to continue 
until such time as conditions make it necessary to absorb freight in order to 
meet competitive prices. The right to change to any lawful method is specifically 
reserved.” 


Wheatland Tube Co. 


This respondent reports that it is complying; that it obtains rate information 
only from its own traffic department and from the carriers; and that the order 
has been explained to its employees. 
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Wisconsin Steel Co. 

This respondent states that the steel properties of Wisconsin Steel Co. con- 
cerned in the order are owned by International Harvester Co.: that 85 percent 
of the products covered by the order are for the use of International Harvester 
Co.; and that personnel in charge of outside sales have been cautioned and 
instructed that the order must be carefully observed. 

Wyckoff Steel Co. 

This report is identical to that of Crucible Steel Company of America partially 
set forth above, at page 23. 

It is recommended that the above-described reports be filed. Drafts of letters 
considered appropriate for respondents are submitted herewith. 

Respectfully submitted. 

JoHN T. LOUGHLIN, 


Attorney. 
JANUARY 14, 1953. 


FEBRUARY 12, 1952 


MEMORANDUM FOR GENERAL COUNSEL, DIRECTOR, BUREAU OF ANTIMONOPOLY, 
ASSISTANT GENERAL COUNSEL MOREHOUSE, RECORDS MANAGEMENT OFFICER 


Docket 5508, American Iron and Steel Institute, et al. 


The reports submitted by respondents as reports of compliance, as transmitted 
by Assistant General Counsel Morehouse with memorandum of January 30, 1953, 
were received and filed by the Commission, with the direction that respondents be 
so notified. 

The papers are transmitted to the Division of General Services (Legal and 
Administrative Records Branch). 

By direction of the Commission. 

D. C. DANTEL, Secretary. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JUNE 29, 1955. 

To: The file. 

From: Janet D. Saxon, attorney, Compliance Division. 

Subject: American Iron and Steel Institute, et al., Docket No. 5508, 48 FTC 123. 
On June 27, 1955, the attached letter was sent to the respondents listed below 

requesting supplemental reports of compliance in the above-entitled matter. 

United States Steel Corp., 71 Broadway, New York, N. Y. 

American Steel & Wire Company of New Jersey, Rockefeller Building, Cleveland, 
Ohio. 

United States Steel Co., Carnegie Building, Pittsburgh, Pa. 

Columbia Steel Co., Russ Building, San Francisco, Calif. 

Geneva Steel Co., Geneva, Utah. 

National Tube Co., Frick Building, Pittsburgh, Pa. 

Tennessee Coal, Iron & Railway Co., Brown-Marx Building, Birmingham, Ala. 

Bethlehem Steel Corp., Wilmington, Del. 

Bethlehem Pacific Coal Steel Corp., 20th and Illinois Street, San Francisco, 
Calif. 

Bethlehem Steel Co., Bethlehem, Pa. 

Republic Steel Corp., Cleveland, Ohio 

Truscon Steel Co., Republic Building, Cleveland, Ohio 

Armco Steel Corp., Middletown, Ohio 

Sheffield Steel Corp., Kansas City, Mo. 

National Steel Corp., Grant Building, Pittsburgh, Pa. 

Weirton Steel Co., Weirton, W. Va. 

Great Lakes Steel Corp., Tecumseh Road, Detroit, Mich. 

Inland Steel Co., 38 South Dearborn Street, Chicago, Ill. 

Youngstown Sheet & Tube Co., Stambaugh Building, Youngstown, Ohio 

Jones & Laughlin Steel Corp., Pittsburgh, Pa. 

Wheeling Steel Corp., Wheeling, W. Va. 

The Colorado Fuel & Iron Corp., Continental Oil Building, Denver, Colo. 

Crucible Steel Company of America, 405 Lexington Avenue, New York, N. Y. 
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Pittsburgh Steel Co., Grant Building, Pittsburgh, Pa. 

Sharon Steel Corp., Sharon, Pa. 

Alan Wood Steel Co., Conshohocken, Pa. 

Acme Steel Co., 2840 Archer Avenue, Chicago, Ill. 

Allegheny Ludlum Steel Corp., Breckenridge, Pa. 

American Chain & Cable Co., Inc., 230 Park Avenue, New York, N. Y. 

Atlantic Steel Co., Fulton County, Ga. (letter returned. Second letter sent to 
1779 Broadway, New York, N. Y.) 

Babcock & Wilcox Tube Co., Beaver Falls, Pa. 

Bliss & Laughlin, Inc., Harvey, Ill. 

Continental Copper & Steel Industries, Inc., 345 Madison Avenue, New York, 
i 

A. M. Byers Co., Clark Building, Pittsburgh 22, Pa. 

The Carpenter Steel Co., Reading, Pa. 

Central Iron & Steel Co., Harrisburg, Pa. 

Columbia Steel & Shafting Co., East Carnegie, Pa. 

Columbia Tool Steel Co., Chicago Heights, Il. 

Compressed Steel Shafting Co., Readville, Mass. 

Connors Steel Co., Birmingham 1, Ala. 

Continental Steel Corp., Kokomo, Ind. 

Copperweld Steel Co., Warren, Ohio 

The Cuyahoga Steel & Wire Co., Cleveland 5, Ohio 

Detroit Steel Corp., 1025 South Oakwood Avenue, Detroit 9, Mich. 

Henry Disston & Sons, Inc., Philadelphia 35, Pa. 

Edgewater Steel Co., Borough of Oakmont, Allegheny County, Pa. 

Firth Sterling Steel & Carbide Corp., McKeesport, Pa. 

Follansbee Steel Corp., Third and Liberty Avenue, Pittsburgh, Pa. 

Fretz-Moon Tube Co., Inc., Butler, Pa. 

Granite City Steel Co., Granite City, Il. 

Griffin Manufacturing Co., Cherry and Union Streets, Erie, Pa. 

Newport Steel Corp., Detroit 9, Mich. 

Joslyn Manufacturing & Supply Co., 20 North Wacker Drive, Chicago, Tl. 

Judson Steel Corp., Emeryville, Calif. 

Keystone Drawn Steel Co., Spring City, Pa. 

Keystone Steel & Wire Co., Peoria 7, Ill. 

Laclede Steel Co., Arcade Building, St. Louis, Mo. 

Latrobe Electric Steel Co., Latrobe, Pa. 

Lukens Steel Co., Coatesville, Pa. 

Mahoning Valley Steel Co., Niles, Ohio 

The Medart Co., 100 Potomac Street, St. Louis, Mo. 

Mercer Tube & Manufacturing Co., Sharon, Pa. 

Midvale Co., Philadelphia, Pa. 

Moltrup Steel Products Co., Beaver Falls, Pa. 

National Standard Co., Niles, Mich. 

The National Supply Co., 330 Grant Street, Pittsburgh 30, Pa. 

Northwestern Steel & Wire Co., Sterling, Il. 

Pacific States Steel Corp., Niles, Calif. 

Pittsburgh Tool Steel Wire Co., Monaca, Pa. 

Pittsburgh Tube Co., 323 Fourth Avenue, Pittsburgh, Pa. 

Pollak Steel Co., 820 Temple Bar Building, Cincinnati 2, Ohio 

Reeves Steel & Manufacturing Co., Dover, Ohio 

John A. Roebling & Sons Co., 640 South Broad Street, Trenton 2, N. J. 

Rotary Electric Steel Co., 21400 Mound Road, Warren Township, Mich. 

The Standard Tube Co., 14600 Woodward Avenue, Highland Park, Mich. 

Superior Steel Corp., Grant Building, Pittsburgh, Pa. 

Sweet’s Steel Co., Williamsport, Pa. 

Thomas Steel Co., Delaware Avenue, Warren, Ohio 

Timken Roller Bearing Co., 1835 Deuber Avenue SW., Canton, Ohio 

Universal-Cyclops Steel Corp., Bridgeville, Pa. 

Vanadium-Alloys Steel Co., Latrobe, Pa. 

Anchor Drawn Steel Co., Latrobe, Pa. 

Vulcan Crucible Steel Co., Aliquippa, Pa. 

Western Antomatic Machine Screw Co., 900 Foster Avenue, Elyria, Ohio 

Wheatland Tube Co., Real Estate Trust Building, Philadelphia 7, Pa. 

Wisconsin Steel Co., 180 North Michigan Avenue, Chicago 1, Ill. 
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Claymont Steel Corp., 575 Madison Avenue, New York 22, N. Y. 
Wyckoff Steel Co., First National Bank Building, Pittsburgh, Pa. 

JANET D. SAXON, 
Attorney, Compliance Division. 


FEDERAL TRADE COMMISSION, 
OFFICE OF GENERAL COUNSEL, 
Washington. 
Re American Iron & Steel Institute, et al., docket No. 5508 (48 F. T. C. 123). 

GENTLEMEN: Reference is made to the order issued by the Commission on 
August 10, 1951, in the above matter. 

This matter has come up for review in this office, and in accordance with 
rule XXVI of the Commission’s Rules of Practice you are requested to submit 
complete information showing the manner in which your company is complying 
with the order. Sufficient factual data is desired so that the Commission can 
appraise the current practices of your company in connection with the order. 
Your letter should include the following information : 

1. Does your company quote and sell f. 0. b. mill? 

2. Does your company quote and sell at delivered prices? 

3. If you sell at delivered prices, please indicate what are the price variations 
in different localities as compared to actual freight costs. 

4. Does your company ever absorb freight charges, and if so, under what 
circumstances? 

5. Please submit copies of any lists of freight rate factors compiled or used by 
your company. 

6. Please submit copies of your price lists for base prices, extras, and deduc- 
tions, showing all changes in price since the date of the order. 

7. Do you use any special methods or practices in quoting and selling to 
railroads or other classes of customers? 

8. Do you quote or sell at prices determined in accordance with any formula 
which produces identical prices or a fixed relationship between your prices and 
your competitor's prices? 

9. Do you have any uniform conditions or terms of sale for customers? Please 
outline them. 

10. Please describe all instructions which you give to your salesmen concern- 
ing prices. 

It is also requested that you review the report of compliance previously sub- 
mitted by you and advise us whether you desire to supplement or amend that 
report in any way to reflect changes that have been made in your practices since 
your report was filed. 

Please submit the above information and any exhibits thereto, in duplicate, 
within 30 days. 

Your cooperation in this matter will be appreciated. 

Very truly yours, 
P. B. MOREHOUSE, 
Assistant General Counsel for Compliance. 


JULY 18, 1955. 
Re docket No. 5508, American Iron & Steel Institute, et al. (48 F. T. C. 123). 
UNITED STATES STEEL Corp., 

New York, N.Y. 

GENTLEMEN: Reference is made to my letter to you dated June 27, 1955. 
Since that letter was written, some additional matters have been brought to my 
attention. For this reason, I would appreciate it if you would furnish the follow- 
ing information as part of your compliance report in addition to that already 
requested : 

1. What prices are charged by the Columbia-Geneva steel division of the 
United States Steel Corp. in the area of Tacoma, Wash.? What prices are 
charged in Seattle, Wash.? From what mills do you ship steel products to 
Tacoma and Seattle? Are the steel products shipped to Tacoma and Seattle 
by rail? What are the actual freight costs to Tacoma and to Seattle? What are 
your f. o b. mill prices on products shipped to Tacoma? Please explain the 
basis for the difference in your prices for Tacoma and Seattle. 
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2. Please submit a list of all bids made by your corporation to State and 
Federal agencies for steel or steel products since January 1, 1953, giving the 
name of the agency, the date of the opening of bids, the date of your bid, and 
the amount and terms of your bid. 

Your cooperation is appreciated. 

Very truly yours, 
P. B. MOREHOUSE, 
Assistant General Counsel for Compliance. 


JULY 18, 1955. 
Re docket No. 5508, American Iron & Steel Institute, et al. (48 F. T. C. 123). 


The CoLorapo F' vet & [Ron Corp., 
Continental Oil Building, Denver, Colo. 


GENTLEMEN: Reference is made to my letter to you dated June 27, 1955. 
Since that letter was written, some additional matters have been brought to my 
attention. For this reason, I would appreciate it if you would furnish the 
following information as part of your compliance report in addition to that 
already requested : 

1. What prices are charged by your company in the area of Tacoba, Wash.? 
What prices are charged in Seattle, Wash.? From what mills do you ship 
steel products to Tacoma and Seattle? Are the steel products shipped to Tacoma 
and Seattle by rail? What are the actual freight costs to Tacoma and to Seattle’ 
What are your f. o. b. mill prices on products shipped to Tacoma? Please 
explain the basis for the difference in your prices for Tacoma and Seattle. 

2. Please submit a list of all bids made by your corporation to State and 
Federal agencies for steel or steel products since January 1, 1953, giving the 
name of the agency, the date of the opening of bids, the date of your bid, and the 
amount and terms of your bid. 

Your cooperation is appreciated. 

Very truly yours, 
P. B. MOREHOUSE, 
Assistant General Counsel for Compliance. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


JULY 28, 1955. 
To: The office file and Miss Saxon. 
From: Mr. Morehouse. 
Subject : Docket No. 5508, American Iron & Steel Institute, et al. 


On July 27 Mr. Maril Russell, attorney for United States Steel, phoned about 
the burden of having to go to all the district sales offices in the United States for 
the information requested by our letter of July 18 and suggested that only bids 
which could be furnished by their Washington and Philadelphia offices to the 
Army and Navy and to the Government agencies were being tabulated and fur- 
nished us and requested a 60-day extension so to do. I agreed with his suggestion 
for the present and promised to grant such extension. 

P. B. MorEHOUSE, 
Assistant General Cownsel for Compliance. 


OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


DECEMBER 9, 1955. 
To: The Commission. 
From: Assistant General Counsel for Compliance. 
Subject: American Iron & Steel Institute, et al., docket No. 5508. 


On August 10, 1951, the Commission issued a consent order in this matter. 
The order prohibits the respondents from entering into and from continuing 
any planned common course of action to engage in certain enumerated practices 
in connection with the sale of steel products. The prohibited practices are price 
fixing and various means of achieving price fixing. It was expressly stated 
that the Commission was not considering uniformity of prices at any destina- 





ADMINISTERED PRICES 4567 


tion, without more, as a violation of law. It was also stated that the Com- 
mission was not acting to prohibit delivered pricing or freight absorption as 
such, when innocently and independently pursued, regularly or otherwise, with 
the result of promoting competition. 

On February 12, 1953, the original reports of compliance for the 89 respondents 
in this case were received and filed. In June 1955 supplemental reports of 
compliance were requested because complaints had been received charging price 
fixing in the steel industry. 

ECONOMIC BACKGROUND 


In a normal period of steel consumption some areas (such as Pittsburgh) 
produce more steel than can be used locally; other areas (such as Chicago) 
use more steel than is produced locally. In a seller’s market, Chicago buyers 
will buy from Pittsburgh and pay the freight charges willingly. In a buyer’s 
market, Pittsburgh manufacturers must meet the Chicago area manufacturer’s 
prices if they expect to sell steel to Chicago buyers. 

In 1952, the demand for steel had begun to decrease in certain areas. As 
long as there was a seller’s market in steel, freight absorption had not been a 
serious problem to the industry. F. o. b. mill pricing provided the best profits 
for the industry. When the demand for steel slackened in 1952, freight absorp- 
tion became an issue. 

Freight absorption by the manufacturer is one means by which the manu- 
facturer can meet the lower competitive price in one area without lowering the 
mill price in all areas, and cutting all his profit margins. The September 19, 
19538 issue of Business Week contains an article entitled “Will Steel Mills Pay 
the Freight?’ This article comments on the drop in demand for steel at that 
time. Premium-price producers were lowering prices, conversion deals were 
becoming scarce, and freight absorption or equalization was being considered 
by the steel industry. During 1953 and 1954 stocks were built up by the steel 
producers, and selling became a primary concern of the industry. 

With steel costs increasing, the amount of freight absorption that would be 
possible varied with the cost of producing each product, but it was clear that 
in order to sell their output, most manufacturers would have to meet com- 
petitive prices. 

Not until late 1954 did the demand for steel increase appreciably ; 1955, how- 
ever, has been a seller’s market almost entirely; steel operations in September 
1955 were at more than 90 percent of capacity, and the steel shortage extended 
to almost every item except nails and some kinds of wire. Some companies are 
now allocating their production among customers. There is talk of financing 
“conversion deals” similar to those which were common during the Korean 
war, where a buyer purchases ingots from one producer for finishing by 
another. These transactions are more expensive for the buyer who must pay 
additional freight and other costs, and are only used when there is great 
demand for steel. 

At the time the supplemental reports were submitted (July—September 1955), 
there was a strong seller’s market, but the reports also cover the 1953-54 period 
when there was a buyer’s market in many areas and demand was generally 
low. The reports accordingly show the pricing practices of the industry at 
a time when freight aborption was necessary, and the pattern of price increases 
even when demand was low. 

SUPPLEMENTAL REPORTS 


Righty-nine respondents were subject to the order in this case. Two re- 
spondents have not submitted supplemental reports. It is intended that a 
spot-check investigation be made of these two companies. 

All the other respondents submitted reports: 69 reports replied to the 10 
specific questions asked in the letter of June 27, 1955, requesting supplemental 
information. Of the 69 reports, some represent more than one respondent for 
each report since certain respondents have been acquired by others since the date 
of the order. In addition to the 69 reports, special reports have been received 
from other respondents (the American Iron and Steel Institute, holding com- 
panies, companies which are out of business, etc.). A few reports were sub- 
mitted by companies who were successors to the business of respondents: other 
successor corporations did not submit reports. A summary of each report is 
available in the compliance office files. 

The following figures apply to the reports, rather than the number of com- 
panies covered or the size of the companies. The figures are only rough esti- 
mates since the reports are often vague. 
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All 69 reports state that the companies are willing to quote and sel! f. o. b. 
mill; 5 of the 69 reports state that the companies never absorb freight or 
equalize freight with that of a competitor whose mill is closer to the customer's 
destination point. If these companies quote a delivered price, it always reflects 
actual freight or transportation costs. 

The other 64 reports indicate that the companies lower their prices in one way 
or another to meet the lower price of a competitor under certain circumstances; 
13 of these reports state that no “delivered prices” are used as such, but the 
same result is reached. For example, some companies lower their f. 0. b. mill 
price when meeting the lower delivered price of a competitor, but continue to 
charge the same freight rate. This appears to be a distinction in bookkeeping 
only. Other companies state that no delivered prices are ever used, but they 
say that under competitive conditions, occasionally the company absorbs freight 
charges. This amounts to the same thing as using a delivered price which is 
lower than the sum of the f. o. b. mill price plus actual freight charges; 51 
reports state that lower delivered prices are used when necessary to meet 
competition. 

Of the 64 reports showing that competitive prices are met, about 41 indicate 
that lower competitive prices are met on a case-to-case basis only; that the 
customer is offered an f. 0. b. mill price and the company considers lowering 
the price if the customer requests it and if there is proof of a lower competitive 
price. About 5 of the reports are not clear on this point. The remaining 13 
reports (approximately) show that regular freight equalization is used; that 
competitive mills are used as if they were basing points in the areas in which 
the company wishes to sell, and the company absorbs all freight in excess of 
the cost from the nearest competitive mill to the customer. This is done as a 
regular practice, whether or not requested by the customer. 

The order in this case does not prohibit the independent use of delivered 
pricing methods by individual respondents resulting in identical prices. Whether 
or not the independent use of a regular pricing system may be a violation of the 
law has not been settled. (See Chain Institute, Inc., et al., docket No. 4878, 
and National Lead Company, et al., docket No. 5253, appeals pending. ) 

In general, all respondents deny any violation of the order. No uniform price 
lists or freight rate lists are distributed among the respondents. Most of the 
respondents are willing to meet lower competitive prices when it is necessary 
to sell their goods, but only a few have a regular freight equalization policy 
built into their pricing system. The trade magazines, Iron Age, Steel, ete., give 
price data at mill points for many of the respondents’ products, and freight 
rates from competing mills can be obtained easily. 

All prices and price changes are not uniform in the steel industry. West 
coast prices are generally higher than east coast prices. Sometimes prices on 
a certain item rise or fall over a period of several months without uniform 
adoption by respondents. Generally, the large increases in prices, however, 
take place at about the same time for all the major companies. These parallel 
price increases suggest collusion and should be considered apart from the 
reports submitted. 

PATTERN OF PRICE INCREASES 


In July 1953 steel prices were increased an average of $4 a ton, shortly after 
the industrywide wage settlement. Price increases in the steel industry usually 
follow close on the heels of the annual wage settlement of United States Steel. 
After United States’Steel settles, most of the other members of the industry 
settle with their unions on similar terms. 

There was a general price increase in July 1954, in spite of the fact that the 
ingot operating rate in 1954 was only about 70 percent of capacity. At first 
glance, it looks as if the steel industry agreed to fix prices, since prices were 
increased in one of the worst periods for steel demand in years. An article 
entitled “What Cost Price Fighting,’ in Steel, July 25, 1955, page 41, suggests 
that the members of the steel industry are taking an “enlightened view” of 
price cutting (i. e., avoiding it); that, in earlier days, this drop in the demand 
for steel would have resulted in “ruthless” price cutting. 

The 1954 price increase has been attributed by others to the steel industry’s 
profit situation. (See Steel, July 12, 1954, Most Consumers Will Absorb $3 
Steel Price Increase, p. 67.) For example, United States Steel Corp. had earn- 
ings of only 5.8 cents on its sales dollar in 1953, which was a record production 
year. In the first quarter of 1954, earnings dropped still lower to 5.4 cents per 
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sales dollar... A price increase was necessary to protect the decreasing profit 
margin in a period of limited demand. 

While profit margins Were comparatively low in 1954, costs were increasing. 
A recent article states: 

“A rule of thumb has it that steelmaking costs go up 40 cents a ton for every 
penny rise in wage costs. Thus, costs this time will climb as high as $4.80 a ton. 
The concensus is that the industry will have to absorb part of that.” * 

The steel industry argued that it could not afford to absorb all the increased 
costs because of low profit margins, yet some of the costs had to be absorbed by 
the steel producers because of the slack in the demand for steel. The result was 
that price increases were selective among the various products, depending on the 
cost of each product and the demand for it. 

On June 30, 1954, an official of Rotary Electric Steel Co. said that he expected 
steel prices to be increased about $4 a ton on the average, but he was not sure 
that the price increases would stick, due to the competitive situation (Wall Street 
Journal, July 1, 1954). United States Steel Corp. reported on June 30 that the 
wage increase might raise prices $3 per ten and increase costs $4 a ton (New 
York Times, June 30, 1954). Before United States Steel announced its detailed 
price list on July 2, 1954, it announced that the average price of $120 a net ton 
for its carbon-steel products would move to $123 a ton (Wall Street Journal, 
July 2, 1954). 

Then, on July 2, 1954, United States Steel Corp. issued a completed revised list 
of steel prices and announced that the new prices would be effective at 12:01 
a. m., July 3 (New York Times, July 3, 1954). 

The July 3 New York Times also reported that Bethlehem had announced 
plans to advance prices ‘within a few days,” and that Pittsburgh Steel Co. said 
its prices would be advanced, effective with shipments made on July 3. Other 
menibers of the steel industry followed at a later date. 

United States Steel Corp. thus announced its intention to raise prices on June 
30, and gave a general indication of how much the price increase would be. 
Bethlehem and Pittsburgh Steel announced their intention to increase prices 
concurrently with United States Steel’s issuance of price lists, but no new price 
lists were published until after United States Steel’s price lists appeared. 

The price of hot rolled carbon-steel bars, for example, before and after the 
price increase shows: 


Before 


P.O. ©. Sete Bt Weipa, Pe, Side, Bineed Steel. «ook ow cn coi ce eww cneccsees $4.15 $4.30 
F. o. b. mil! at Chicago, Republic Steel_____- wate en 4.22 4.37 
F. o. b. mill at Fairless, United States Steel. .__________-_-..-_.. ‘ 4. 30 4.45 
F. o. b. mill at Lackawanna, Bethlehem Steel]. -_--- 4.15 4.3) 





Although the f. o. b. mill price varies, the increase was 15 cents in each case. 
The difference in f. 0. b. mill prices might be attributed to differing costs in pro- 
ducing steel or to different areas of the country. For example, it is cheaper to 
produce steel in the Pittsburgh area than in many other areas. 

The parallel increase in prices might suggest collusion, but the increase can be 
explained without any agreement among the respondents. Almost the entire 
steel industry agreed to a wage settlement on about the same terms as United 
States Steel. United States Steel announced its expected average price increase 
on June 30. On July 2, it issued its list of prices. The other companies were 
faced with a comparable increase in costs. United States Steel was absorbing 
about $1 per ton of the increase in cost, roughly estimated. To increase prices 
more than United States Steel in a year of weak demand would mean that a com- 
pany could not sell its steel. To absorb more of the increased costs was not 


1 United States Steel reports a return of 8.9 cents on its sales dollar for the first 9 months 
of 1955, an alltime high. 

Note that the excess-profits tax expired on December 31, 1953, which normally would 
have increased 1954 profits after taxes. 

Compare the 1947-50 average profits after Federal taxes in cents per dollar of sales in 
the primary iron and steel industries (7.2 percent) to the 1953 average for the industry 
(5.3 percent). The steel average was still higher than the average for all private manu- 
facturing corporations in 1953 (4.3 percent). 

? Steel Spiral Takes Another Twist, Steel, July 5, 1954, p. 29. 
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desirable due to the sinking margins of profit in the steel industry in 1954. It 
is possible to explain the parallel price increase, in my opinion, by the price 
leadership of United States Steel Corp. No information other than that pub- 
lished in newspapers and magazines was necessary to enable each company 
to adopt a parallel price increase. While there may have been an agree- 
ment to increase prices, such an agreement would have little point, since the 
same result could be accomplished without agreement. There is no clear evi- 
dence of conspiracy, nor are there facts pointing to a tacit agreement among 
steel producers, other than parallel prices which, by themselves, were not pro- 
hibited by the order. 
COMPLAINTS 


Two specific complaints have been received charging price fixing in the steel 
industry : 
1. Extras 

On December 6, 1954, a complaint was received stating that a list of extras 
had been issued on November 20, 1954, by all of the steel producers, and a new 
quantity extra had been established on smaller quantities of steel bars. Accord- 
ing to the complainant, jobbers of steel would be forced to discontinue carrying 
steel, since they must have a range of sizes, and, on odd sizes where the 
jobbers could not afford 3 tons, the extra is prohibitive. 

United States Steel Corp. revised its quantity and size extras on hot-rolled 
carbon and alloy bars, effective October 19, 1954. The November 1, 1954, issue 
of Steel reported that this reflected the higher costs incurred in the production 
of small tonnages and odd sizes. 

Republic Steel announced revised quantity extras on hot-rolled alloy bars 
and spring sizes per 100 pounds, effective November 1, 1954. Whatever the 
reason for the revised extras, the announcements and effective dates were not 
identical throughout the industry. There is no evidence of collusion in these 
lists of extras. 

It might be noted that in October, November, and December 1954 the demand 
for steel bars was increasing. Perhaps the companies thought that the market 
would now support an increased charge for extras. 

Since this complaint mentioned Atlantic Steel Co. particularly, and this re- 
spondent did not submit a report, a spot-check investigation of this company’s 
practices will be requested immediately in connection with this complaint. 


2. Tacoma price increase 


A complaint was received from the Tacoma Chamber of Commerce concerning 
a price increase on certain steel products in Tacoma, Wash. An investigation 
disclosed that the price increase was due to the fact that Bethlehem Steel no 
longer shipped steel to Tacoma as a regular port-of call. The Bethlehem east- 
coast mill price plus water freight to the west-coast ports is the lowest price avail- 
able on the west coast. The west-coast mills were absorbing freight in order to 
meet the Bethlehem price at Tacoma. When steel was no longer shipped regu- 
larly to Tacoma, the other west-coast companies had to raise their Tacoma 
prices and absorb less freight or they would have been discriminating in price 
in violation of section 2 (a) of the Clayton Act. Some west-coast mills are 
still absorbing some freight to Tacoma to meet the Bethlehem price at Seattle 
(the nearest seaport) plus rail freight from Seattle to Tacoma. The result of 
this investigation was reported to the Tacoma Chamber of Commerce in a letter 
dated October 10, 1955, which stated that no further action was warranted in 
this matter at this time. 

West coast mill prices are much higher than east coast mill prices. Since 
the west coast mills have an f. o. b. mill price, and there is no evidence of collusion 
in setting their prices, there would be no basis for challenging these mill prices 
even if they were based on the east coast prices plus freight to the west coast. 
Nothing in the order limits the amount of the f. o. b. mill price as long as each 
respondent is willing to sell at this mill price. 


CONCLUSION 


On the basis of the reports submitted there is no evidence of violation of the 
order by the respondents. Although in any one area, identical prices may be 
charged, steel prices are not uniform throughout the country. Most companies 
will meet lower competitive prices when business is desired. This is not pro- 
hibited by the order. In a period of large demand for steel, even less uniformity 
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in prices is found since companies can sell their production f. 0. b. mill without 
absorbing freight. Few steel companies absorb freight on any systematic basis. 

The pattern of parallel price increases was possible without any agreement 
among the steel producers. The annual wage increase means an annual in- 
crease in costs. United States Steel is the leader in the industry both in wage 
settlement and resulting price increases. The general yearly price increase 
in the steel industry appears to follow United States Steel’s announced prices, 
which are published in many newspapers, trade magazines, etc. Smaller price 
changes by various respondents during the year are not necessarily initiated by 
any one company and are not followed by all. Collusion is not necessary for 
uniform prices at any particular location in the steel industry where any re- 
spondent can obtain information about weekly price changes of other companies 
from trade magazines and can determine for itself the freight rates from com- 
peting mills. 

It is accordingly recommended that the 75 attached reports submitted by 
respondents be received and filed. Each report is bound in a separate package, 
and the reports are numbered 1-75. It is also intended to request at once a spot- 
check investigation in connection with the two companies who have not sub- 
mitted reports, namely, Atlantic Steel Co. and Keystone Drawn Steel Co. Letters 
notifying the respondents of the action taken are submitted herewith. 

Respectfully submitted. 

P. B. MOREHOUSE. 
Assistant General Counsel for Compliance. 

Approved : 

BAR W. KINTNER, 
General Counsel. 


OFFICE MEMORANDUM, UNITED STATES GOVERN MENT 


FEDERAL TRADE COMMISSION, 
February 6, 1956. 
To: The Commission. 
From: Lowell B. Mason, Commissioner. 
Subject: American Iron & Steel Institute, et al., Docket No. 5508. 

With memorandum of December 9, 1955 (copy attached) the Assistant General 
Counsel and the General Counsel have forwarded supplemental reports of com- 
pliance in the above matter which was the subject of a 1951 consent settlement 
based upon collusive action to fix prices in the steel industry (48 FTC 123). 

In general, the Commission’s order prohibits respondents from continuing or 
entering into any planned common course of action to engage in any of the follow- 
ing practices in connection with the sale of steel products: (1) fixing or main- 
taining prices; (2) compiling, circulating, or using lists of base or extra charges; 
(3) compiling, circulating, or using lists of freight-rate factors; (4) adopting 
or maintaining methods or practices of quoting and selling to railroads or other 
classes of customers; (5) quoting or selling at prices determined pursuant to any 
system or formula which produces identical price quotations or prices on delivered 
costs, or which establishes a fixed relationship among price quotations or which 
prevents purchasers from securing any advantage in price in dealing with one 
or more of the respondents as against any of the other respondents; (6) failing 
to quote or sell f. o. b. mill; and (7) doing any of the above through an 
intermediary. 

Paragraph II of the order, in effect, forbids knowing contribution to the main- 
tenance or operation of a conspiracy by any respondent: while paragraph III 
contains provisos that the Commission does not consider evidence of uniformity 
or prices or any element thereof of two or more sellers at any destination or 
destinations, alone and without more, as showing a violation of law; and that 
it is not acting to prohibit or interfere with delivered pricing or freight absorption 
as such when innocently and independently pursued, regularly or otherwise, with 
the result of promoting competition. 

I have reviewed these reports and the materials in connection therewith. They 
are voluminous and more pervasive than were the original reports received and 
filed in Febrnary of 1953. It can be said, I reckon, that some of the supplementals 
here are not yet all that could be wished for insofar as tying up loose ends is 
concerned. Still, this must invariably be the case in most all conspiracy charge 
matters. The very nature of the charges and the orders makes presentation of 
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definitive evidence of divorcement and compliance almost an impossibility. At 
least this has always been my experience. 

Warranting note are two complaints mentioned re the matter of “extras” and 
the question of pricing in the Tacoma, Wash., area. The Compliance Division 
some time ago took full stock of the latter situation and found no basis for fur- 
ther proceedings. Extended inquiry as well as conferences with applicant re- 
vealed no evidence of concerted action in violation of the order. Last October 
the overall results were relayed to applicant to his satisfaction in a 4-page 
letter signed by the Secretary. 

The complaint as to “extras” concerned Atlantic Steel Co. in particular and 
the Compliance Division contemplates immediate spot-check into this firm’s 
practices as well as those of Keystone Drawn Steel Co. since neither company’s 
supplemental reports have as yet been submitted. 

Without evidence of collusion, and with consideration given to the industry’s 
economic background, to its pricing patterns, and to business realities, the recoin- 
mendation of the Assistant General Counsel and the General Counsel is for 
receipt and filing of the supplemental reports herein. Motion isso made. (Appro- 
priate letters of notification have been prepared. ) 

LOWELL Mason, Commissioner. 


FesruaAry 14, 1956. 


MEMORANDUM FOR GENERAL COUNSEL, DIRECTOR, BUREAU OF LITIGATION, ASSISTANT 
GENERAL COUNSEL MOREHOUSE, ASSISTANT SECRETARY FOR LEGAL & PUBLIC 
Recorps, DrrecTOR OF PUBLIC INFORMATION : 


Docket 5508, American Iron & Steel Institute, et al. 


The 75 reports submitted by certain of the respondents as supplemental reports 
of compliance, as transmitted by Assistant General Counsel Morehouse with 
memorandum of December 9, 1955, and approved by the General Counsel, were 
received and filed by the Commission, with the direction that respondents be so 
notified. 

The papers are transmitted to Legal and Public Records. 

By direction of the Commission. 

RosBertT M. ParrisH, Secretary. 





OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


FEBRUARY 16, 1956. 
To: The file. 
From: Janet D. Saxon, attorney, Compliance Division. 
Subject: American Iron & Steel Institute, et al., Docket No. 5508. 


The attached letter was sent to the following respondents in the above-entitled 
case on February 16, 1956: 


Bethlehem Steel Corp., 100 West 10th Street, Wilmington, Del. 

Bethlehem Steel Co., Bethlehem, Pa. 

Bethlehem Pacific Coast Steel Corp., 20th and Illinois Streets, San Francisco, 
Calif. 

National Steel Corp., Weirton Steel Co., Great Lakes Steel Corp., 2800 Grant 
Building, Pittsburgh, Pa. 

Inland Steel Co., 38 South Dearborn Street, Chicago, Il. 

Youngstown Sheet & Tube Co., Stambaugh Building, Youngstown, Ohio. 

Jones & Laughlin Steel Corp., 401 Liberty Avenue, Gateway Center, Pittsburgh, 
Pa. 

Wheeling Steel Corp., Wheeling, W. Va. 

The Colorado Fuel & Iron Corp., 575 Madison Avenue, New York, N. Y. 

Crucible Steel Company of America, 405 Lexington Avenue, New York, N. Y. 

Pittsburgh Steel Co., Grant Building, Pittsburgh, Pa. 

Sharon Steel Corp., Sharon, Pa. 

Alan Wood Steel Co., Conshohocken, Pa . 

Acme Steel Co., 2840 Archer Avenue, Chicago, III. 

Allegheny Ludlum Steel Corp., 2020 Oliver Building, Pittsburgh, Pa. 

American Chain & Cable Co., Inc., 230 Park Avenue, New York, N. Y. 

Babcock & Wilcox Tube Co., Beaver Falls, Pa. 
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Bliss & Laughlin, Inc., Harvey, Il. 
Continental Copper & Steel Industries, Inc., 345 Madison Avenue, New York, N. Y. 
A. M. Byers Co., Clark Building, Pittsburgh, Pa. 
The Carpenter Steel Co., Reading, Pa. 
The Central Iron & Steel Co., Harrisburg, Pa. 
Columbia Steel & Shafting Co., East Carnegie, Pa. 
Columbia Tool Steel Co., Chicago Heights, I11. 
Compressed Steel Shafting Co., Readville, Mass. 
Connors Steel Division, H. K. Porter Co., Inc., of Pittsburgh, Birmingham, Ala. 
Continental Steel Corp., Kokomo, Ind. 
Copperweld Steel Co., Warren, Ohio. 
The Cuyahoga Steel & Wire Co., Cleveland 5, Ohio. 
Detroit Steel Corp., Post Office Box 4308 Porter Station, Detroit, Mich. 
Henry Disston & Sons, Inc., Philadelphia, Pa. 
Hdgewater Steel Co., Pittsburgh, Pa. 
Firth Sterling, Inc., 3113 Forbes Street, Pittsburgh, Pa. 
Fretz-Moon Tube Co., Ine., Butler, Pa. 
Granite City Steel Co., Granite City, Ill. 
Griffin Manufacturing Co., 1515 Cherry Steet, Erie, Pa. 
Newport Steel Corp., Newport, Ky. 
Joslyn Manufacturing & Supply Co., 20 North Wacker Drive, Chicago, Ill. 
Judson Steel Corp., Emeryville, Calif. 
Keystone Steel & Wire Co., Peoria, Il. 
Laclede Steel Co., Arcade Building, St. Louis, Mo. 
Latrobe Electric Steel Co., Latrobe, Pa. 
Lukens Steel Co., Coatesville, Pa. 
Mahoning Valley Steel Co., Niles, Ohio. 
The Medart Co., 100 Potomac Street, St. Louis, Mo. 
Midvale Co., Philadelphia, Pa. 
Moltrop Steel Products Co., Beaver Falls, Pa. 
National Standard Co., Niles, Mich. 
The National Supply Co., 330 Grant Street, Pittsburgh, Pa. 
Northwestern Steel & Wire Co., Sterling, Il. 
Pacific States Steel Corp., Niles, Calif. 
Pittsburgh Tool Steel Wire Co., Monaca, Pa. 
Pittsburgh Tube Co., 323 Fourth Avenue, Pittsburgh, Pa. 
Pollak Steel Co., Box 237, Cincinnati, Ohio. 
Reeves Steel & Manufacturing Co., Dover, Ohio. 
John A. Roebling’s Sons Co., 640 South Broad Street, Trenton, N. J. 
Rotary Electric Steel Co., Box 90, Ferndale Station, Detroit, Mich. 
The Standard Tube Co., 24400 Plymouth Road, Detroit, Mich. 
Superior Steel Corp., Grant Building, Pittsburgh, Pa. 
Sweet’s Steel Co., Williamsport, Pa. 
Timken Roller Bearing Co., 1885 Deuber Avenue SW., Canton, Ohio. 
Universal-Cyclops Steel Corp., Bridgeville, Pa. 
Vulcan Crucible Steel Co., Division of H. K. Porter Co., Inc., Aliquippa, Pa. 
W-stern Automatic Machine Screw Co., 900 Foster Avenue, Elyria, Ohio. 
Wheatland Tube Co., 1300 Bankers Securities Building, Juniper and Walnut 
Streets, Philadelphia, Pa. 
Wisconsin Steel Division, International Harvester Co., 180 North Michigan 
Avenue, Chicago, M1. 
Claymont Steel Corp., 575 Madison Avenue, New York, N. Y. 
Wyckoff Steel Co., First National Bank Building, Pittsburgh, Pa. 
American Iron & Steel Institute, 350 Fifth Avenue, New York, N. Y. 
Buffalo-Eclipe Corp., North Tonawanda, N. Y. 
JANET D. Saxon, 
Attorney, Compliance Division. 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE SECRETARY, 
Washington. 
Re American Iron & Steel Institute, et al., docket No. 5508. 

GENTLEMEN: The Commission is in receipt of your report of compliance in 
the above matter, indicating the manner in which you have complied with the 
order to cease and desist issued by the Federal Trade Commission on August 10, 
1951. 
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The information furnished in your report presents no evidence of present 
violations of the order by your company, and accordingly this report has been 
received and filed. 

You are advised, however, that further study of the industry’s pricing prac- 
tices will be made at a suitable future time. 

By direction of the Commission. 

Rosert M, Parrisu, Secretary. 


FEBRUARY 16, 1958. 
Re American Iron & Steel Institute, et al., docket No. 5508. 
VANADIUM-ALLOYS STEEL Co., 
Latrobe, Pa. 

GENTLEMEN: The Commission is in receipt of the supplemental report of 
compliance for your company and its subsidiaries in the above matter, indi- 
cating the manner of compliance with the order to cease and desist issued by 
the Federal Trade Commission on August 10, 1951. 

On the basis of the information furnished in this report, there is no evi- 
dence of present violations of the order by your company, and accordingly this 
report has been received and filed. 

You are advised, however, that further study of the industry’s pricing prac- 
tices will be made at a suitable future time. 

By direction of the Commission. 

RosertT M. PArRRISH, Secretary. 


FEBRUARY 16, 1958. 
Re American Iron & Steel Institute, et al., docket No. 5508. 
ARMCO STEEL CorpP., 
Middletown, Ohio. 


GENTLEMEN: The Commission is in receipt of the supplemental report of 
compliance for your company and its subsidiaries in the above matter, indi- 
cating the manner of compliance with the order to cease and desist issued by 
Federal Trade Commission on August 10, 1951. 

On the basis of the information furnished in this report, there is no evidence 
of present violations of the order by your company, and accordingly this report 
has been received and filed. 

You are advised, however, that further study of the industry’s pricing prac- 
tices will be made at a suitable future time. 

By direction of the Commission. 

RoBert M. PArRIsH, Secretary. 


FEBRUARY 16, 1958. 
Re American Iron & Steel Institute, et al., docket No. 5508. 
REPUBLIC STEEL Corp., 
Cleveland, Ohio. 

GENTLEMEN: The Commission is in receipt of the supplemental report of 
compliance for your company and its subsidiaries in the above matter, indi- 
cating the manner of compliance with the order to cease and desist issued by 
the Federal Trade Commission on August 10, 1951. 

On the basis of the information furnished in this report, there is no evidence 
of present violations of the order by your company, and accordingly this report 
has been received and filed. 

You are advised, however, that further study of the industry’s pricing prac- 
tices will be made at a suitable future time. 

By direction of the Commission. 

Rosert M. Parrisn, Secretary. 


FEBRUARY 16, 1956. 
Re American Iron & Steel Institute, et al., docket No. 5508. 
UNITED STATES STEEL Corp., 
Pittsburgh, Pa. 

GENTLEMEN : The Commission is in receipt of the supplemental report of com- 
pliance for your company and its subsidiaries in the above matter, indicating the 
manner of compliance with the order to cease and desist issued by the Federal] 
Trade Commission on August 10, 1951. 





| 
| 
| 
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On the basis of the information furnished in this report, there is no evidence 
of present violations of the order by your company, and accordingly this report 
has been received and filed. 

You are advised, however, that further study of the industry’s pricing prac- 
tices will be made at a suitable future time. 

By direction of the Commission. 

Ropert M. PARRISH, Secretary. 





OFFICE MEMORANDUM, UNITED STATES GOVERN MENT 


DECEMBER 3, 1956. 
To: The Commission. 
From: Assistant General Counsel for Compliance. 
Subject : American Iron & Steel Institute, et al., docket No. 5508. 

On August 10, 1951, the Commission issued a consent order against the respond- 
ents in this case prohibiting price-fixing agreements. Supplemental reports of 
compliance of all but one respondent were received and filed by the Commission 
on February 14 and May 38, 1956. A spot-check investigation was made of the 
remaining respondent, Atlantic Steel Co., because a complaint had been received 
in connection with this respondent and no compliace report had been submitted. 

The complaint, received on December 6, 1954, stated that a “list of extras” had 
been issued on November 20, 1954, by all the steel producers, and a new quantity 
extra had been established on smaller quantities of steel bars. According to the 
complaint, the steel companies were raising the quantity extras in order to 
eliminate the small steel jobber and provide for distribution of more steel 
through the steel producer’s own warehouse outlets. The complaint indicated 
that a small warehouse company or steel jobber would now find it difficult to 
maintain adequate stock because a steel jobber must stock a wide range of sizes. 
On odd sizes where the jobber cannot afford to buy 3 tons the extra is prohibitive. 
Atlantic Steel Co. was mentioned particularly in the complaint. 

As a result of the spot-check investigation, Atlantic Steel Co. submitted a 
report of compliance on July 19, 1956. The respondent reported that it has 
quoted and sold at f. 0. b. mill prices since July 17, 1948. When it is necessary to 
meet the lower price of a competitor, the company absorbs freight and sells at a 
delivered price. The company’s traffic department obtains information as to 
tariffs and transportation charges directly from the carriers. The respondent’s 
only special selling practice is a functional discount on wire products given to 
jobbers who certify that they are “buying for resale at wholesale.” The company 
denies using any pricing formula which produces identical prices or a fixed rela- 
tionship between its prices and its competitors’ prices. Salesmen have no 
authority to price products but they are informed as to the localities in which the 
company probably will meet prices of certain competitors on certain prdoucts. 
Copies of announcements of all price changes made since 1951 and applicable 
extra lists and column sheets were submitted by the respondent (exhibit 1). 

In the course of the investigation, an officer of the respondent stated that 
since Atlantic’s capacity is only approximately 0.3 of 1 percent of the total 
steel production of the United States, it cannot take the initiative in price changes 
and still compete with larger producers. Atlantic tries independently to keep 
its prices in line with its two principal competitors, United States Steel and 
Republic Steel. Occasionally Atlantic’s prices are higher than those of its 
competitors.’ 

The respondent does not make any profit on the sale of quantities of 6.000 
pounds or less even at the increased quantity extra, since it does not pay to 
roll such small tonnage. Therefore, Atlantic willingly followed the increase on 
quantity extras established by its competitors. 

About 59 percent of Atlantic’s sales are made to jobbers, and the respondent 
stated that it had no desire to antagonize this class of customers. About 35 
percent of the sales are made to manufacturers, and about 6 percent of the 
sales are made through Atlantic’s own warehouse division. Almost all of 
Atlantic’s jobber customers consistently buy in quantities of 6,000 pounds or 
over to take advantage of the lower quantity extras, and with the exception of 
_ 1 For example, the base price for bars, including rounds, squares, and smaller shapes, was 
increased 30 cents per hundredweight over the price of competitors in May 1956. ‘The 


increase was made necessary by the higher cost of raw materials, and the company hoped 
to reduce the price by October 1, 1956, when a new mill would be in operation. 


22805—59—-nt. 8S———14 
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1 or 2 very small concerns, the jobbers buy in smailer quantities only when pur- 
chasing a special order for a particular customer. The respondent argued that 
the increase in the charge for small quantities might benefit most of the jobbers 
since manufacturers would find it increasingly expensive to buy small quantities 
directly from the producer since they get them cheaper from the jobber who 
buys from the producer in large quantities. It is not clear, however, how the 
increase in quantity extras has affected Atlantic’s own warehouse division which 
ean stock all sizes no matter what the quantity extra is. 

The correspondence files of the respondent did not disclose evidence of collusion 
in fixing the quantity extras. The vice president of the respondent company 
stated that Atlantic sometimes will follow the lead of just one competitor, 
either United States Steel or Republic Steel, in revising its price lists, but 
usually Atlantic waits until both have revised their lists. The sales manager 
learns from his salesmen when a new list has been issued by a competitor and 
the sales manager prepares a revision of Atlantic’s price list, which is acted 
upon by a staff meeting of the officers of the corporation. The minutes of a 
staff meeting held November 9, 1954, stated that price extras for merchant 
bars and shapes would be increased effective November 22, 1954. United States 
Steel Corp. revised its quantity and size extras on hot-rolled carbon and alloy 
bars effective October 19, 1954. This was printed in various steel journals and 
was reported in the newspapers. This November 1, 1954, issue of Steel re- 
ported that this increase reflected the higher costs incurred in the production 
of small tonnages and odd sizes. Republic Steel announced a revision in its 
quantity extras on hot-rolled alloy bars and spring sizes per 100 pounds effective 
November 1, 1954. Neither announcement dates nor effective dates of the 
changes in quantity extras were simultaneous in the industry, and both Re- 
public and United States Steel preceded Atlantic in making the change. 

Although the increase in the quantity extra may have benefited Atlantic’s own 
warehouse division at the expense of the smaller jobbers, there is no evidence 
of collusion in fixing base prices or extras in violation of the order. There is 
evidence of the price leadership of the larger companies, particularly United 
States Steel, but in my opinion this does not constitute a violation of the order 
because there is no showing of a continued conspiracy or a new price-fixing agree- 
ment. It is therefore recommended that the respondent’s supplemental report 
of compliance dated July 19, 1956, with exhibit 1, be received and filed without 
further action at this time. No further letter will be sent to the complainant. 
A suggested letter notifying the respondent of the action taken is submitted 
herewith. 

Respectfully submitted. 

P. B. MorEHOUSE, 
Assistant General Counsel for Compliance. 

Approved : 

Eart W. KINTNER, 
General Counsel. 





OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


FEDERAL TRADE COMMISSION, 
December 18, 1956. 
To: The Commission. 
From: Commissioner Edward Tait. 
Subject: Docket No. 5508—American Iron & Steel Institute, et al., Supplemental 
Report of Compliance—Recommend receipt and filing. 

A consent order in the above-docketed matter was issued in August 1951 against 
some eighty-odd respondents. The complaint was predicated upon collusive 
action to fix prices in the steel industry (48 F. T. C. 123). Original reports of 
compliance were received and filed in February 1953. 

Last February the Commission reviewed and received and filed supplemental 
reports furnished by all the respondents except Keystone Drawn Steel Co. and 
Atlantic Steel Co. The Keystone supplemental report was received and filed in 
May. 

A spot-check investigation was made with respect to Atlantic Steel Co. since 
its supplemental report had not been furnished and a complaint had been made 
in December 1954. The complaint intimated that Atlantic, along with all other 
steel producers, had on November 20, 1954, established new quantity extras on 
small quantity purchases of steel bars. Atlantic Steel, a small producer, only 
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has capacity to produce approximately 0.3 of 1 percent of the total steel produc- 
tion in the United States. The firm stated that it makes no profit on small 
quantity sales of 6,000 pounds or less—even at the increased quantity extra. It 
is in no position to initiate price changes and welcomes any increases established 
by its large competitors. 

United States Steel Corp. revised its listing of quantity and sizes effective 
October 19, 1954 (this was reflected in trade journals and newspapers) ; Republic 
Steel revised effective November 1, 1954; and Atlantic Steel, on November 9, 
decided upon an increase to become effective November 22, 1954. No evidence 


my 


of collusion was found and the circumstances described would not constitute 
violation of the order. 

The Assistant General Counsel and the General Counsel recommended Atlantic’s 
supplemental report now be received and filed without further action at this 
time. Tso move. An appropriate letter of notification to respondent is attached 
for forwarding. 

DECEMBER 20, 1956. 
MEMORANDUM FOR GENERAL COUNSEL, DIRECTOR, BUREAU OF LITIGATION, ASSISTANT 
GENERAL COUNSEL MOREHOUSE, DIRECTOR OF PUBLIC INFORMATION, ASSISTANT 
SECRETARY FOR LEGAL AND PUBLIC RECORDS 


Docket 5508, American Iron & Steel Institute, et al. 


The supplemental report of compliance submitted by respondent Atlantic Steel 
Co., as transmitted by Assistant General Counsel Morehouse with memorandum 
of December 3, 1956, approved by the General Counsel, was received and filed by 
the Commission without further action at this time, with the direction that the 
respondent be notified of the receipt and filing and advised that further study 
of the industry’s pricing practices will be made at a suitable future time. 

The papers are transmitted to legal and public records. 

By direction of the Commission. 


Rosert M. ParrRisH, Secretary. 


FEDERAL TRADE COMMISSION, 
August 18, 1958. 
Ihocket 5508. American Iron & Steel Institute et al., steel products, Federal 
Trade Commission Act, section 5, agreements to fix prices and otherwise 


restrain trade, recommendation for securing supplemental reports of com- 
pliance 


By order issued August 10, 1951 (48 F. T. C. 123), the Commission required 
American Iron & Steel Institute, its directors and officers, and a large number 
of member corporations, and certain of their subsidiaries, to cease and desist 
from— 

(1) Adopting, establishing, fixing, or maintaining prices or any element 
thereof at which steel products shall be quoted or sold, including but not 
limited to base prices, the extras which shall be added to, or the deductions 
which shall be made from, any base price for any specified characteristic, 
or loading charge or delivery charge or terms of discount, credit, or other 
conditions of sale. 

(2) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of base prices or of prices by any 
other designation, or extra charges thereto or deductions therefrom for any 
specified characteristic or quantity of steel products or services connected 
therewith used or to be used in computing prices or price quotations of steel 
products; or using, directly or indirectly, as a factor in computing price 
quotations or in making, quoting, or charging prices any such list or lists 
so collected, compiled, circulated, or exchanged. 

(3) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of freight-rate factors, transpor- 
tation charges or other charges relating to transportation or loading or other 
services connected therewith, used or to be used in computing prices or price 
quotations of steel products, or using, directly or indirectly, as a factor in 
computing price quotations any such list or lists so collected, compiled, 
circulated, or exchanged. 
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(4) Formulating, devising, adopting, establishing, fixing, or maintaining 
methods or practices of quoting and selling steel products to railroads or 
other particular classes of customers. 

(5) Quoting or selling steel products at prices calculated or determined 
pursuant to, or in accordance with, any system or formula which produces 
identical price quotations or prices or delivered costs, or which establishes 
a fixed relationship among price quotations or prices or delivered costs, or 
which prevents purchasers from securing any advantage in price in dealing 
with one or more of the respondents as against any of the other respondents. 

(6) Failing to quote or to sell and deliver any steel products f. o. b. at the 
plant or manufacture thereof. 

(7) Causing to be done any of the things described in the preceding sub- 
paragraphs (1) through (6) through action of respondent American Iron 
and Steel Institute or any subdivision or committee of said institute or any 
individual, or other corporation or organization. 

The Commission had found (48 F. T. C. at 144) : 

“The steel industry is one of the basic industries of the Nation. At the time 
that the amended complaint was filed, the producer respondents in the aggregate 
produced and sold more than 85 percent of the steel products that were pro- 
duced and sold in the United States. Such producer respondents include 
substantially all of the corporate members of the respondent institute which own, 
control or operate steel producing facilities in the United States. Steel products 
which they produce and sell are regularly used in the production of automobiles, 
agricultural implements, tools, and machinery, hardware, plumbing supplies, 
metal cans and containers, railroad equipment, homes, buildings, public build- 
ings, bridges, dams, and other products and things, and are of great importance to 
the public generally. The Federal, State, and municipal governments of the 
Nation purchase large quantities of steel products annually.” 

The first compliance report was filed in 1953. Supplemental reports were 
required by the Division of Compliance in 1955 and were duly filed by respondents. 
No later reports have been requested or submitted. Recently across-the-board 
price rises in the steel industry have been reported in the press. 

Almost 3 years have gone by since the Commission has had full, authoritative 
statements from the respondent concerns about their pricing practices and other 
information which would tend to show the extent of their compliance with the 
order. Considering the importance of the industry, which is basic to the entire 
American industrial complex, and the effect of its price increases on the rest of the 
national economy, I believe that a third compliance check in this matter is 
perhaps overdue. Certainly it would be wholly in order for us to require re- 
spondents to file a new supplemental report of compliance in order that we can 
determine whether the industry’s current pricing practices should be investigated. 
Such a request would be consistent with our rule 3.26 and with past practice, 
and, of course, is within the power conferred by FTC Act, section 6. (See 
United States v. Morton Salt Co., 338 U. 8. 632, 645 (1950), 5 Statutes and 
Decisions 167, 176.) 

I therefore move that respondents herein be required to file supplemental 
reports on their current mode of compliance with the order to cease and desist 
and that the Division of Compliance evaluate such reports and on the basis of 
its evaluation promptly advise whether further investigation would be war- 
ranted in the public interest. 

WILLIAM C. KERN, Commissioner. 


[For confidential staff use only] 
AUGUST 22, 1958. 
MEMORANDUM FOR GENERAL COUNSEL, DIRECTOR, BUREAU OF LITIGATION, ASSISTANT 
GENERAL COUNSEL MOREHOUSE, ASSISTANT SECRETARY FOR LEGAL AND PUBLIC 
ReEcorps, DIRECTOR OF PUBLIC INFORMATION 


Docket 5508, American Iron & Steel Institute el al. 


The Commission directed that the respondents herein be required to file 
supplemental reports on their current mode of compliance with the order to 
cease and desist, and Assistant General Counsel Morehouse was instructed 
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to evaluate such reports and on the basis of the evaluation promptly advise 
whether further investigation would be warranted in the public interest. 
The papers are transmitted to Mr. Morehouse. 
By direction of the Commission. 
Rosert M. ParrisuH, Secretary. 


UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 
Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 
REPORT OF COMPLIANCE OF RESPONDENT BETHLEHEM STEEL CORPORATION 


Now comes respondent Bethlehem Steel Corporation (hereinafter called the 
Corporation), by R. E. McMath, one of its Vice Presidents, and submits its re- 
port as to the manner and form in which it has complied and is complying with 
the Order to Cease and Desist that the Federal Trade Commission issued in this 
proceeding on August 10, 1951, as follows: 

The business of the Corporation consists chiefly of owning and holding stocks 
and obligations of subsidiary companies. It does not operate any physical prop- 
erties ; it, however, owns some physical properties which are operated by some 
of its subsidiary companies. It does not manufacture or produce any steel prod- 
ucts of any kind, and it does not have anything to do with the pricing or selling 
of any steel products, and it does not have any present intention of manufactur- 
ing or producing or selling any steel products. It owns all the outstanding 
capital stock of two of the respondents in this proceeding, namely, Bethlehem 
Steel Company and Bethlehem Pacific Coast Steel Corporation. 

The Corporation has not entered into any planned common course of action, 
understanding or agreement to do or perform any of the things which are de- 
scribed in subparagraphs (1) through (7) of Paragraph I of said Order; it has 
not cooperated in, carried out, or continued any such planned common course 
of action, understanding, or agreement; and it has not acted and is not acting, 
individually or otherwise, so as knowingly to contribute to the maintenance or 
operation of any planned common course of action, understanding, or agreement 
through the commission of any of the acts, practices or things prohibited by sub- 
paragraphs (1) through (6) of Paragraph I of said Order. 

‘ach of the two corporations all the outstanding capital stock of which, as 
stated above, is owned by the Corporation and which are respondents in this 
proceeding, namely, Bethlehem Steel Company and Bethlehem Pacific Coast 
Steel Corporation, is filing a Compliance Report herein. 

November 5, 1951. 

Respectfully submitted. 

BETHLEHEM STEEL Corp., 
By R. E. McMata, 
Vice President. 


UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 


REPORT OF COMPLIANCE OF RESPONDENT BETHLEHEM PACIFIC COAST STEEL 
CORPORATION 


Now comes respondent Bethlehem Pacific Coast Steel Corporation (hereinafter 
called Bethlehem Pacific Coast) by Harvey Hewitt, one of its Vice Presidents, 
and submits its report as to the manner and form in which it has complied and 
is complying with the Order to Cease and Desist that the Federal Trade Com- 
mission issued in this proceeding on August 10, 1951, as follows: 

I. Bethlehem Pacific Coast has not entered into any planned common course 
of action, understanding or agreement to do or perform any of the things which 
are described in subparagraphs (1) through (7) of Paragraph I of said Order, 
and it has not cooperated in, carried out or continued any such planned common 
course of action, understanding, or agreement. 








4580 ADMINISTERED PRICES 


II. Bethlehem Pacific Coast has not acted and it is not acting, individually 
or otherwise, so as knowingly to contribute to the maintenance or operation of 
any planned common course of action, understanding or agreement through the 
commission of any of the acts, practices, or things prohibited by subparagraphs 
(1) through (6) of Paragraph I of said Order. 

III. Bethlehem Pacific Coast was organized on October 24, 1945, and as of 
November 1, 1945, it acquired from Bethlehem Steel Company, one of the 
respondents in this proceeding, the Pacific Coast properties and business of 
said Company, except its shipbuilding and ship repair properties and business 
The properties so acquired included the steel producing and manufacturing plants 
located at Seattle, Washington, at South San Francisco, California, and at Verno: 
near Los Angeles, California, which, prior to November 1, 1945, were operated 
by said Company and since that date have been operated by Bethlehem Pacific 
Coast. 

IV. Bethlehem Pacific Coast does not produce all the different kinds of stee 
products which are involved in this proceeding, which steel products are herein- 
after, collectively, called steel products. It, however, sells substantially all the 
different kinds of steel products, it buying, chiefly from said Bethlhem Steel 
Company, those steel products which it sells but does not itself produce. 

V. Hereinafter set forth is a general description of the current policies an 
practices of Bethlehem Pacific Coast with respect to prices, discounts, terms, and 
conditions of sale for the steel] products which it sells. It reserves the right at 
any time and from time to time to change any or all of said policies and practices 
and to adopt new policies and practices, provided that the changed or new policies 
or practices shall not be prohibited by law. 

(a) Except for a few steel products which Bethlehem Pacific Coast buys from 
other producers, chiefly from said Bethlehem Steel Company, and which Beth- 
lehem Pacific Coast sells, as hereinafter stated, Bethlehem Pacific Coast does 
not issue printed announcements of its prices for the steel products which it 
sells. The prices of Bethlehem Pacific Coast for those steel products which 
it produces and for those which it buys from other producers of steel products 
are determined at the General Offices of Bethlehem Pacific Coast at San Fran- 
cisco. The prices for all the steel products which Bethlehem Pacific Coast 
sells are made known to its customers and prospective customers by salesmen, 
whose authority in respect of selling steel products is limited to the offering 
of specified steel products at prices of which they are advised by telegrams or 
typewritten messages or by telephone or by the few printed price announcements 
which are hereinafter described. The district offices of Bethlehem Pacific 
Coast are located at Los Angeles, San Francisco, Seattle and Portland, Oregon, 
and all offers to purchase and all orders for steel products are referred or sent 
to that one of such district offices which is most convenient from the point of 
view of Bethlehem Pacific Coast, and as a rule sales and contracts of sale of 
steel products are made at the respective district offices to which such offers 
or orders are referred or sent. 

(b) As stated above, except for a few steel products Bethlehem Pacific Coast 
does not issue printed announcements of its prices for the steel products which 
it sells. The exceptions referred to in the preceding sentence are (i) Farm 
Fence, Poultry and Chick Fence, Galvanized Barbed Wire and 2-Ply Twisted 
Barbless Wire, Merchant Quality Wire, Wire Nails and Staples, Miscellaneous 
Wire Nails and Wire Brads, Steel Fence Posts, and Silver Star (Single Loop) 
Bale Ties, and (ii) Welded and Seamless Steel Pipe. Bethlehem Pacific Coast 
now produces only one type of one of those kinds of steel products; namely, 
Annealed Merchant Quality Wire. It does not issue any printed price announce- 
ment in connection with the sale of the quantity of that steel product which 
it produces. The printed announcements of prices for the steel products which 
constitute such exceptions (which are for distribution by Bethlehem Pacific 
Coast to the trade) are the same as the printed announcements of prices for th 
same kinds of steel products, respectively, which are issued by said Bethlehem 
Steel Company. The printed announcements of prices for the steel products 
referred to in clause (i) above show base prices and extras, and, in the case 
of some of such steel products, state that the prices shown are subject, in 
addition to the extras shown on such announcements, to other extras as appro- 
priate. Such announcements also state that the prices shown are subject to 
charges for miscellaneous handling, transfer, and/or loading, if applicable, 
and that, on all shipments prices, extras and other charges will be those in 
effect at the time of shipment. All such announcements show that the steel 
products which are produced by said Bethlehem Steel Company and are sold 
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on the Pacific Coast are sold by Bethlehem Pacific Coast. Bethlehem Pacific 
Coast also distributes to the trade a printed announcement of “Jobber’s Allow- 
ances and Discounts from Trade Prices” on the steel products referred to in 
clause (i) above, any and all of which allowances and discounts are stated 
to be subject to change without notice. That announcement shows that it is 
an announcement of Bethlehem Steel Company, followed by the statement that 
“On the Pacific Coast, Bethlehem products are sold by Bethlehem Pacific Coast 
Steel Corporation.” The steel products referred to in clause (ii) above (Welded 
Steel Pipe and Seamless Steel Pipe) are sold on a list price and discount basis, 
and the printed announcements of prices for those steel products (which in 
substance are the same as those issued by said Bethlehem Steel Company) 
show the list base prices and the discounts from which the net base prices 
are determined. Such announcements refer to extras and deductions that 
may be applicable. 

(c) All prices (whether or not covered by printed announcements) are subject 
to change at any time without notice to the trade. 

(d) The extras and deductions which are applicable to the steel products sold 
by Bethlehem Pacific Coast (other than those charged or allowed in respect of 
the steel products named in subparagraph (b) of this Paragraph V as there 
stated) are set forth in printed lists which are distributed by Bethlehem Pacific 
Coast to the trade, either directly or through its district offices or salesmen in 
the field. Those lists are, in substance, the same as the lists of extras and deduc- 
tions which are issued by said Bethlehem Steel Company. They are subject to 
change at any time without notice to the trade. 

(e) All prices at which steel products are offered for sale by Bethlehem Pacific 
Coast are f. o. b. at the plant of manufacture or other point of shipment or on 
a delivered-price basis. In any case where it is deemed necessary to do so in 
order to secure desired business, Bethlehem Pacific Coast may reduce its prices 
in order to meet competition. 

(f) Bethlehem Pacific Coast prints three statements of “Conditions of Sale” 
which it uses in connection with the sale by it of steel products. One of such 
statements is applicable to quotations on Light Rails, Merchant Wire Products, 
Tin Plate, and Tin Mill Black Plate; the second to quotations on all other steel 
products, except Pipe; and the third to quotations on Pipe. Each of those state- 
ments of “Conditions of Sale” differs in some respects from the other two, but 
Bethlehem Pacific Coast believes that, for the purposes of this Report, the 
differences are immaterial. 

Such statements of “Conditions of Sale” contain provisions to the effect (a) 
that prices quoted are subject to adjustment to the prices of Bethlehem Pacific 
Coast at the time of shipment; (b) that, if such prices include transportation 
charges to a designated point, any change therein shall be for the account of 
the Buyer and that, except as otherwise provided in a quotation, Bethlehem 
Pacific Coast shall not be responsible for charges of any kind incurred in con- 
nection with transportation which are not included in the applicable tariff 
freight rate; (c) that Bethlehem Pacific Coast believes that its prices are not 
in excess of those permitted by the applicable regulations, orders, or require- 
ments of governmental regulatory agencies; (d) that Bethlehem Pacific Coast 
intends to comply with all laws applicable to its performance of any accepted 
order; (e) that any taxes which Bethlehem Pacific Coast may be required to 
pay or collect with respect to the sale, delivery, etc., of any material covered by 
a quotation shall be for the account of the Buyer; (f) that Bethlehem Pacific 
Coast shall be excused for any delay in performance due to any cause beyond 
its reasonable control; (g) that, subject to the approval of Bethlehem Pacific 
Coast’s Credit Department, the terms of payment are as shown in the quotation 
and are effective from the date of invoice; and (h) that shipments and deliveries 
are subject to approval of such Department. Such statements of “Conditions of 
Sale” also contain customary provisions regarding inspection, permissible manu- 
facturing and commercial variations, and indemnity against claims on account 
of infringement of patents. 

November 5, 1951. 

Respectfully submitted. 


BETHLEHEM Pactric Coast STEEL CorP., 
By Harvey Hewitt, Vice President. 
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Unitep Stares OF AMERICA BEFORE FEDERAL TRADE COMMISSION 
Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 
REPORT OF COMPLIANCE OF RESPONDENT BETHLEHEM STEEL COMPANY 


Now comes respondent Bethlehem Steel Company (hereinafter called the 
Company), by R. E. McMath, one of its Vice Presidents, and submits its report 
as to the manner and form in which it has complied and is complying with the 
Order to Cease and Desist that the Federal Trade Commission issued in this 
proceeding on August 10, 1951, as follows: 

I. The Company has not entered into any planned common course of action, 
understanding, or agreement to do or perform any of the things which are 
described in subparagraphs (1) through (7) of Paragraph I of said Order, and 
it has not cooperated in, carried out or continued any such planned common 
course of action, understanding, or agreement. 

II. The Company has not acted and it is not acting, individually or otherwise, 
so as knowingly to contribute to the maintenance or operation of any planned 
common course of action, understanding, or agreement through the commission 
of any of the acts, practices, or things prohibited by subparagraphs (1) through 
(6) of Paragraph I of said Order. 

III. Hereinafter set forth is a general description of the current policies and 
practices of the Company with respect to prices, discounts, terms, and conditions 
of sale for the steel products which are involved in this proceeding and which 
are hereinafter called steel products. The Company reserves the right at any 
time and from time to time to change any or all of said policies and practices and 
to adopt new policies and practices, provided that the changed or new policies 
and practices shall not be prohibited by law. 

(a) Except for a few steel products as hereinafter stated, the Company does 
not issue to the trade printed announcements of its prices for steel products. Its 
prices for steel products of specified kinds are determined at its home office and, 
except as aforesaid, its prices for steel products are made known to its cus- 
tomers and prospective customers by salesmen in the field. The authority of 
such salesmen in respect of selling steel products is limited to the offering of 
specified steel products at prices which are determined as aforesaid and of which 
said salesmen are advised by telegrams or typewritten messages or by telephone. 
All offers to purchase and all orders for steel products are referred or sent to 
the home office and all sales and contracts of sale of steel products are made 
there. 

(b) The exceptions referred to in the foregoing subparagraph (a) are (i) 
Farm Fence, Poultry and Chick Fence, Galvanized Barbed Wire and 2-Ply 
Twisted Barbless Wire, Merchant Quality Wire, Wire Nails and Staples, Mis- 
cellaneous Wire Nails and Wire Brads, Steel Fence Posts and Silver Star 
(Single Loop) Bale Ties, (ii) Welded and Seamless Steel Pipe and (iii) Seam- 
less Oil Country Tubular Products. The printed announcements of prices for 
the steel products referred to in clause (i) above show base prices and extras, 
and, in the case of some of such steel products, state that the prices shown are 
subject, in addition to the extras shown on such announcements, to other extras 
of the Company as appropriate. Such announcements also state that the prices 
shown are subject to the Company’s charges for miscellaneous handling, trans- 
fer and/or loading, if applicable, and that on all shipments prices, extras and 
other charges will be those in effect at the time of shipment. The Company 
also issues a printed announcement of “Jobber’s Allowances and Discounts from 
Trade Prices” on such steel products, any and all of which allowances and dis- 
counts are stated to be subject to change without notice. The steel products 
referred to in clause (ii) above (Welded Steel Pipe and Seamless Steel Pipe) 
are sold on a list price and discount basis and the printed announcements of 
prices for those steel products show the list base prices and the discounts from 
which the net base prices are determined. Such announcements refer to extras 
and deductions that may be applicable. The printed announcements of prices 
for the steel products referred to in cluse (iii) above (Seamless Oil Country 
Tubular Products) show in respect to those products the net mill base prices 
per one hundred feet in carload lots at plant of manufacture. 

(c) All prices (whether or not covered by printed announcements) are sub- 
ject to change at any time without notice to the trade. 
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(d) The extras and deductions which are applicable to the steel products sold 
by the Company (other than those charged or allowed in respect to the steel 
products named in subparagraph (b) of this Paragraph III as there stated) 
are set forth in printed lists which are prepared by the Company and dis- 
tributed to the trade, either directly or through district offices or salesmen in 
the field. Such lists are subject to change at any time without notice to the 
trade. 

(e) All prices at which steel products are offered for sale by the Company 
are f. o. b. at the plant of manufacture or other point of shipment or on a de- 
livered price basis. In any case where it is deemed necessary to do so in 
order to secure desired business, the Company may reduce its prices in order 
to meet competition. 

(f) The Company prints three statements of “Conditions of Sale” which it 
uses in connection with the sale by it of steel products. One of such state- 
ments is applicable to quotations on Light Rails, Merchant Wire Products, Tin 
Plate and Tin Mill Black Plate; the second to quotations on all other steel 
products, except Pipe; and the third to quotations on Pipe. Each of those 
statements of “Conditions of Sale” differs in some respects from the other two, 
but the Company believes that, for the purposes of this Report, the differences 
are immaterial. 

Such statements of “Conditions of Sale” contain provisions to the effect (a) 
that prices quoted are subject to adjustment to the prices of the Company at 
the time of shipment; (b) that, if such prices include transportation charges 
to a designated point, any change therein shall be for the account of the Buyer 
and that, except as otherwise provided in a quotation, the Company shall not 
be responsible for charges of any kind incurred in connection with transportation 
which are not included in the applicable tariff rate; (c) that the Company be- 
lieves that its prices are not in excess of those permitted by the applicable regu- 
lations, orders or requirements of governmental regulatory agencies: (d) that 
the Company intends to comply with all laws applicable to its performance of 
any accepted order; (e) that any taxes which the Company inay be required 
to pay or collect with respect to the sale, delivery, ete., of any material covered 
by a quotation shall be for the account of the Buyer; (f) that the Company shall 
be excused for any delay in performance due to any cause beyond its reasonable 
eontrol; (g) that, subject to the approval of the Company’s Credit Department, 
the terms of payment are as shown in the quotation and are effective from the 
date of invoice; and (h) that shipments and deliveries are subject to approval 
of such Department. Such statements of “Conditions of Sale” also contain 
customary provisions regarding inspection, permissible manufacturing and com- 
mercial variations and indemnity against claims on account of infringement 
of patents. 

Respectfully submitted. 

November 5, 1951. 

BETHLEHEM STEEL Co., 
RN iinet. Vice President. 


UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 


Docket No. 5508 


In the Matter of American Iron and Steel Institute et al. 


REPORT OF COMPLIANCE OF RESPONDENTS REPUBLIC STEEL CORPORATION AND TRUSCON 
STEEL COMPANY 


Now come the respondents, Republic Steel Corporation, and its wholly owned 
subsidiary, Truscon Steel Company, and submit herewith their Report of Com- 
pliance with the Cease and Desist Order entered herein by the Federal Trade 
Commission dated August 10, 1951, as follows: 


I 


These respondents have not entered into any planned common course of action, 
understanding or agreement and are not cooperating in, carrying out, or con- 
tinuing any such planned common course of action, understanding, or agreement 
to do or perform any of the activities set forth in subparagraphs (1) to (7) of 
-aragraph I of the aforesaid Order. 
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II 


These respondents have not acted and are not acting, individually or otherwise, 
so as knowingly to contribute to the maintenance or operation of any planned 
common course of action, understanding, or agreement through the commission 
of any of the acts, practices, or things prohibited by subparagraphs (1) through 
(6) or Paragraph I of the aforesaid Order. - 


Itl 


The prices, including all elements thereof, at which respondent Republic Steel 
Corporation offers to sell such of the steel products covered by the aforesaid 
Order as are produced for sale by it, are determined independently by its own 
corporate officials. Prices quoted by or paid to said respondent are currently, 
and for some time past have been, mill prices, consisting of a base price at the 
mill or other point of shipment, plus extras for additional services performed or 
characteristics added to meet a particular purchaser's specifications. All trans- 
portation charges, if any, are currently for the account of the purchaser. How- 
ever, delivered prices consisting of the mill price, plus actual transportation 
charges, may be quoted and made at the request of a customer. In order to 
compete with other sellers to obtain business which it considers desirable, said 
respondent has, in the past, authorized and may, in the future, authorize its 
chief sales executive, in the regular course of its business, to offer to sell and to 
sell at reduced delivered prices computed as above set forth. 


IV 


Respondent Truscon Steel Company does not produce any of the steel products 
covered by the aforesaid Order. Occasionally it sells concrete reinforcing bars 
in mill lengths and without performing fabricating operations thereon. In such 
cases, the prices quoted by or paid to said respondent are currently, and for some 
time past, have been, the same as the mill prices of respondent Republic Steel 
Corporation if shipment is made direct to the purchaser from the plant of pro- 
duction, and the warehouse prices of respondent Truscon Steel Company if ship- 
ment is made out of a warehouse of said respondent Truscon Steel Company. 
In either case, all transportation charges, if any, are currently for the account 
of the purchaser. However, delievered prices consisting of the mill or warehouse 
price, depending upon the shipping point, plus actual transportation charges, may 
be quoted and made at the request of a customer. In order to compete with other 
sellers to obtain business which it considers desirable, said respondent has, in 
the past, authorized, and may, in the future, authorize its chief sales executive, 
in the regular course of its business, to offer to sell and to sell at reduced deliv- 
ered prices, computed as above set forth. 


V 


These respondents may at any time and from time to time change their current 
prices, pricing policies, and practices, or any of them, and adopt, in whole or in 
part, other prices, or policies, or practices, provided, of course, that such changed 
prices, or pricing policies, or practices, or the adoption of such other prices, or 
policies, or practices shall not be prohibited by law. 

Respectfully submitted. 

November 7, 1951. 

REPUBLIC STEEL Corp., 
By Vice President in Charge of Sales. 
TRUSCON STEEL Co., 
By W. V. Peters, 
Vice President. 
REPUBLIC STEEL Corp., 
Cleveland, Ohio, September 22, 1955. 
Re American Iron & Steel Institute et al., docket No. 5508 (48 F. T. GC. 123) 
FEDERAL TRADE COMMISSION, 
Washington, D. C. 
(Attention P. B. Morehouse, Esq., Assistant General Counsel for Com- 
pliance.) 


GENTLEMEN: Pursuant to your letter request dated June 27, 1955, and your 
further letter dated August 1, 1955, permitting us an extension of time within 
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which to comply with such request, I enclose herewith two copies of supple- 
mental compliance report in the above-mentioned case. Under separate cover 
we are mailing to you simultaneously by parcel post two sets of the pricing 
data and terms and conditions of sale marked, respectively, “Exhibits A and B,” 
together with the table of contents indicating the material enclosed. 

Very truly yours, 


H. C. LuMs. 
UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron and Steel Institute et al. 


SUPPLEMENTAL REPORT OF COMPLIANCE OF RESPONDENT REPUBLIC STEEL 
CORPORATION 


In accordance with the letter dated June 27, 1955, of the Assistant General 
Counsel of the Federal Trade Commission, the respondent Republic Steel Cor- 
poration (hereinafter sometimes called Republic) submits herewith its Sup- 
plemental Report of Compliance with the Cease-and-Desist Order entered herein 
by the Federal Trade Commission on August 10, 1951. The numbered para- 
graphs below correspond with the numbered paragraphs in such letter and 
relate to the steel products involved in the above-mentioned proceeding. Re- 
public is the successor to the respondent Truscon Steel Company, a wholly 
owned subsidiary of Republic which was liquidated to Republic on October 31, 
1952. 

1. Yes. 

2. Republic does not publish delivered prices. However, delivered prices are 
quoted and made, if requested by customers. 

3. The delivered prices of a product in different localities vary by the amount 
of the actual difference in the freight costs from the mill to the different destina- 
tions, except in those instances where, in order to compete with other sellers to 
obtain business which it considers desirable, Republic authorizes its sales per- 
sonnel to absorb a portion of the transporation cost. 

4. Republic absorbs a portion of the transportation cost in those instances 
where, due to the more advantageous location of a competing mill, it is necessary 
to do so in order to obtain business which Republic considers desirable. 

5. As we understand the term “freight rate factors,” the answer is no. Freight 
rates are computed from publications prepared by Republic’s Traffic Department 
for the exclusive use of its own sales personnel. These publications set forth the 
actual freight rates involved, as published in the official tariffs. 

6. There are enclosed herewith copies of the pricelists referred to in Exhibit A 
hereto which reflect all changes in price, extras, and deductions between the date 
of the aforesaid Order (August 10, 1951) and the date of the above-mentioned 
letter of the Assistant General Counsel of the Commission (June 27, 1955). 

7. Generally speaking, the answer is no. However, a slight variation in the 
method of computing the freight allowance is used in the case of certain sales 
to railroads. Where competitive conditions require it consideration must be 
given to the fact that the purchasing railroad frequently must pay freight charges 
arising from the off-line portion and also incur expenses for the on-line portion 
of the haul required to transport the purchased steel to its destination. There- 
fore, to compute the freight allowance it is necessary to determine where the 
shipment would be transferred to the purchasing railroad’s own lines and nego- 
tiate with the purchaser the allowance for the on-line haul. 

&. Republic does not “quote or sell at prices determined in accordance with 
any formula which produces idential prices or a fixed relationship between 
{Republie’s] prices and [Republic’s] competitors’ prices.” 

9. There is attached hereto as Exhibit B a copy of the conditions of sale used 
by Republic. 

10. Republic furnishes to the salesmen involved copies of the current price 
lists of the type referred to in Paragraph 6 above. Immediate notification of a 
price change is transmitted by the product division manager to the district sales 
munhager, usually in the form of a teletype message or mimeographed bulletins, 
in the latter event, with copies available for the sales clerks and salesmen. Such 
bulletins are used until it is possible to prepare a printed revision of the price 
lists of the kind included in Exhibit A. 
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Republic has reviewed its Report of Compliance dated November 7, 1951, in the 
aforementioned proceeding and does not desire further to supplement or amend 
such Report. 

September 22, 1955. 

Respectfully submitted. 

REPUBLIC STEEL Corp., 
By NorMAN W. Foy, 
Vice President in Charge of Sales. 


EXHIpit A 


ALLOY STEEL DIVISION 

Base prices 

Page 1: 

Hot-rolled products, nitriding steel: October 1, 1954; July 15, 1954. 

Hot-rolled products and cold-finished products: June 18, 1953; July 26, 1952: 
December 1, 1950. 

Page 2: 

Base delivered price, hot-rolled bars: July 12, 1954. 

Nitriding steel: June 18, 1953; March 23, 1953; December 1, 1959. 
Extra books 

Hot-rolled alloy and special steels: January 15, 1955; November 1, 1954: April 
26, 1954; May 5, 1953. 

Cold-finished alloy bars: February 12, 1955; April 26, 1954; May 7, 1953; De- 
cember 1, 1950. 

BAR DIVISION 

Base prices 

October 4, 1954 (including low-alloy high-strength bars and plates; July 15, 
1954 (including low-alloy high-strength bars and plates) ; July 7, 1954 (including 
base delivered price); February 1, 1954; November 23, 1953; June 18, 1953; 
March 12, 1953 ; July 26, 1952; December 1, 1950. 


Extra books 


Hot-rolled carbon steel bars and small shapes: November 8, 1954; August 11. 
1954; February 2, 1954; January 15, 1954; June 22, 1953; April 20, 1953. 

Concrete reinforcing bars: January 11, 1954; May 20, 1953. 

Hot-rolled carbon steel plate: May 7, 1954; May 20, 1953. 

Standard structural shapes: May 20, 1953. 

Track spikes: June 8, 1953. 

Blooms, billets, and slabs, semifinished, forging quality: November 8, 1954; 
August 3, 1954; May 21, 1953. 

Blooms, billets, and slabs, semifinished, rerolling quality: November 8, 1954; 
August 2, 1954; January 15, 1954; May 21, 1953. 

Skelp: January 11. 1954; May 21, 1953. 

Hot-rolled carbon steel tube rounds: November 8, 1954; May 6, 1953. 

Rerolled rail steel bars and bands: June 9, 1954; January 18, 1954; June 15, 
1953. 

SHEET AND STRIP DIVISION 

Base prices 

Page 1: October 15, 1954; July 15, 1954; January 5, 1954; June 18, 1953; July 
26, 1952 ; November 30, 1950. 

Page 2: High-strength low-alloy hot- and cold-rolled sheet and strip products: 
July 7, 1954. 
Extra books 

Hot-rolled sheets, 18-gage and heavier: September 28, 1954: February 26, 
1954 ; May 4, 1953 ; November 30, 1950. 

Hot rolled annealed steel sheets: November 30, 1950. 

Cold rolled carbon steel sheets: September 10, 1954; March 4, 1954; May 4, 
1953 ; November 30, 1950. 

Hot-rolled carbon steel strip: December 20, 1954; March 24, 1954; May 11, 
1953 ; November 30, 1950. 

Cold-rolled low carbon steel strip: May 22, 1953; November 30, 1950. 














ADMINISTERED PRICES 4587 


Galvanized sheets: Flat sheets, formed roofing and siding and accessories, 
corrugated culvert sheets: October 25, 1954. 

Galvanized sheets and formed roofing and siding and accessories: March 18, 
1954; January 22, 1954; May 11, 1953; November 30, 1950. 

Tonean iron enameling sheets: March 10, 1954; May 18, 1953; November 30, 
1950. 

Galvannealed and Toncan oven lining: March 18, 1954; January 22, 1954; May 
22, 1953; November 30, 1950. 

Silicon sheets and coiled silicon strip: April 8, 1954; May 18, 1953. 

Republic electro Paintlok, electro Zincbond, electro Flashcote sheets : December 
27, 1954. 

Republic electro Paintlok, electro Zincbond sheets: June 10, 1954. 

Republic electro Paintlok, electro Zincbond, electro Nevapeel sheets: July 29, 
1953 ; May 27, 1953; November 30, 1950. 








PIPE DIVISION 


Base prices 


Steam, gas, and water pipe, continuous butt weld and electric weld: 


September 9, 1954 June 18, 1953 October 28, 1952 
July 7, 1954 May 13, 1953 October 14, 1952 
March 16, 1954 February 10, 1953 August 19, 1952 
January 21, 1954 January 21, 1953 November 1, 1951 
September 10, 1953 January 6, 1953 December 1, 1950 
Line pipe threads and couplings, butt weld and electric weld: 
September 9, 1954 June 18, 1953 October 28, 1952 
July 7, 1954 May 13, 1953 October 14, 1952 
March 16, 1954 February 10, 1953 August 19, 1952 
January 21, 1954 January 21, 1953 November 1, 1951 
September 10, 1953 January 6, 1953 December 1, 1950 
Water well casing: 
September 9, 1954 September 10, 1953 December 9, 1952 
July 7, 1954 June 18, 1953 October 28, 1952 
May 10, 1954 May 13, 1953 October 14, 1952 
March 16, 1954 February 10, 1953 August 19, 1952 
January 21, 1954 January 21, 1953 November 1, 1951 
January 1, 1954 January 6, 1953 December 1, 1950 


Republic couplings: July 31, 1953; April 10, 1953; September 14, 1950. 

Hlectric resistance weld and electric fusion weld: March 10, 1955. 

Electric fusion weld: July 7, 1954; February 26, 1954. 

Plain end steel line pipe: July 7, 1954 (revised) ; July 7, 1954; June 18, 1953; 
May 138, 1953: July 26, 1952 ; December 1, 1950. 

Oil country tubular goods: July 7, 1954; May 13, 1954; June 18, 1953; May 
13, 1953 ; July 26, 1952; December 1, 1950. 

Oil country seamless: July 7, 1954; May 13, 1954; June 18, 1953; May 18, 
1953 ; March 1, 1953. 


Extra books 


Standard pipe, line pipe, oil country tubular goods: May 138, 1954; May 13, 
1953 ; July 26, 1952 ; December 1, 1950. 








UNION DRAWN DIVISION 


Base prices 


Page 1: Alloy cold drawn bars, carbon cold drawn bars, Nitriding steels, Hi- 
Strength steels; July 7, 1954. 

Page 1: Carbon cold drawn bars: July 15, 1953; July 26, 1953; December 1, 
1950. 

Page 2: Carbon cold drawn bars (including base delivered price), July 12, 
1954. 


Extra books 


Cold-finished carbon steel bars: January 12, 1955; February 10, 1954; July 20, 
1953 ; April 20, 1953 ; December 1, 1950. 
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STEEL AND TUBES DIVISION 


Electrunite mechanical tubing, schedule No. 7: 


Pagel: July 21, 1954 

Page la: March 83, 1955 

Page 2: July 8, 1955; July 21, 1954 

Page3: July 8, 1955; July 21, 1954 

Page 4: July 8, 1955; July 21, 1954 

Page 5: July 8, 1955; July 21, 1954 

Page 6: July 21, 1954 

Page 7: July 8, 1955; January 10, 1955; 
July 21, 1954 

Page 8: January 10, 1955; July 21, 1954 

Page 9: July 8, 1955; July 21, 1954 

Page 10: July 8, 1955; January 10, 
1955 ; July 21, 1954 

Page 11: July 8, 1955; January 10, 
1955 ; July 21, 1954 

Page 12: July 21, 1954 


Page 13: July 8, 1955; July 21, 1954 

Page 14: July 21, 1954 

Page 3: June 25, 1953 

Page 3a: June 25, 1953 

Page 3c: June 25, 1953 

Page 4a: February 10, 1953 

Page 6: June 25, 1953; July 26, 1952 

Page 7: June 25, 1953 ; July 26, 1952 

Page 7a: June 25, 1953; May 26, 1953 ; 
May 23, 1953 

Page 8: June 25, 1953; January 26, 
1953 ; July 26, 1952 

Page 8a: June 25, 1953; May 23, 1953 

Page 9: June 25, 1953; July 26, 1952. 

Page 9a: June 25, 1953; May 26, 1953; 
May 23, 1953 


TIN PLATE DIVISION 


Base prices 


Page 1: Black plate, electrolytic and electrotin: August 16, 1954; July 26 


1952 ; November 20, 1950. 
Eztra books 


Tin mill products: October 1, 1954; November 1, 1952; January 1, 1951. 


WIRE DIVISION 


Base prices 


Page 1: Wire and wire rods and wire products: September 27, 1954; July 12, 
1954; January 29, 1954; November 11, 1953; June 18, 1953; December 6, 1952; 


July 26, 1952 ; December 1, 1950. 


Page 2: Steel posts and tobacco hogshead wire: July 26, 1954; March 18, 1954; 
January 29, 1954; June 29, 1953; December 6, 1952; July 26, 1952; December 1, 


1950. 


Page 3: Stone wire and jobber discount: July 12, 1954; June 29, 1953; 


Decem- 


ber 4, 1952; July 26, 1952 ; December 1, 1950. 

Page 4: Automatic baling wire: July 12, 1954; May 11, 1953; December 4, 1952 ; 
October 1, 1952; July 26, 1952 ; December 1, 1950. 

Page 5: Pricing application, general: September 27, 1954; April 13, 1953. 


Extra books 


Hot rolled carbon steel wire rods: February 1, 1954; May 5, 1953; November 


30, 1950. 


Manufacturers’ wire and spring wire: March 6, 1954; May 13, 1953; 


1, 1950. 


December 


Rivet wire: January 20, 1954; May 13, 1953. 


Wire for screws: May 13, 1953. 
Extras (manual sheets) 


Extras 3: Merchant trade wire products: 
Page 1: Merchant quality wire: July 7, 1954; May 138, 1953; January 29, 1953 ; 


November 1, 1950. 


Page 2: Zine equalization extras: October 1, 1954; June 25, 1953; November 1, 


1950. 


Extras 4: Nonstandard nails and staples: 


Page 1: General, November 11, 1953. 


Page 2: Extras for length, November 11, 1953. 
Page 3: Extras for gage, quantity, and count, November 11, 1953. 
Page 4: Tables for nonstandard nails, November 11, 1953. 


Page 5: 
vember 11, 1953 ; September 18, 1950. 


Extras applicable to diameters of flat heads single blow nails: No- 


Page 6: Specialty items : November 11, 1953 ; December 1, 1950. 
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Page 7: Extras for finish and zine equalization : November 11, 1953; November 
1, 1950. 

Extras 5: Miscellaneous wire nails and brads: 

Page 1: List prices per pound: May 11, 19538 ; March 14, 1950. 

Page 2: Stock items: March 14, 1950; September 18, 1950. 


Columns (manual sheets) 


Columns 1: Woven wire fencing, May 8, 1953. 
Columns 2: Barbed wire, May 8, 1953. 
Columns 3: Bale ties (pp. 1 through 10), June 15, 1953. 
Columns 4: Standard nails and staples (pp. 1 through 17), July 13, 1953. 
Columns 5: 
*age 1: Steel line posts: June 29, 1953 ; April 1, 1951 (was formerly p. 7). 
Page 2: Steel line posts: January 4, 1954; June 29, 1953; April 1, 1951 (was 
formerly p. 7). 
Page 3: Angle end and corner posts, April 1, 1951. 
Columns 6, page 1: Light poultry fence, June 18, 1953. 


Exuisit B 
GENERAL—TERMS 
(June 1, 1955—Canceling corrected January 1, 1954) 
TRADE CUSTOMS AND CONDITIONS OF SALE 


Conformance to regulations.—Manufacture, shipment, and delivery will be 
subject to any prohibition, restriction, priority, allocation, regulation, or condi- 
tion imposed by the United States of America or imposed by or under the 
authority of any department, board, bureau, instrumentality, or agency acting 
by or under the authority of the United States of America. 

Delay.—The seller shall not be liable for any delay in manufacture or deliv- 
ery due to fires, strikes, differences with workmen, shortage of cars, delays in 
transportation, accidents at mills, demands or requirements of the Government 
of the United States, or of any other State or government, inability to procure 
supplies and raw materials, or other contingencies beyond its control. 

Claims.—Claim for errors, deficiencies, or imperfections will not be consid- 
ered unless made with reasonable promptness after receipt of material. Mate- 
rial found defective when in the hands of original purchaser and when properly 
used for the purpose for which sold will be replaced or credit will be allowed 
for the price thereof upon its return, but the seller shall not be liable for any 
claims for labor or consequential damages, and material must not be returned 
except by permission of seller. 

Cancellation.—Orders cannot be canceled or modified, or releases held up by 
the buyer after the steel is melted or in process, except with the seller’s consent. 
and subject to conditions then to be agreed upon which shall include protection 
of the seller against all loss. 

Prices.—The price at which this order is accepted is the seller’s price in effect 
at the time of shipment. 

Taxes.—Any taxes which the seller may be required through assessment or 
otherwise to pay or collect under any existing or future law upon or with re- 
spect to the sale, purchase, delivery, transportation, storage, processing, use, 
or consumption of any of the materials or services covered hereby, including 
taxes upon or measured by receipts from sales or services shall be for the 
account of the buyer. The buyer shall promptly pay the amount thereof to the 
seller upon demand but may in lieu of such payment issue tax exemption cer- 
tificates acceptable to the appropriate taxing authorities. 

Drawback.—It is understood and agreed, where the materials described herein 
are to be exported, that the seller specifically reserves to itself all rights to 
drawback of duty or taxes paid on materials entering into the manufacture or 
production of the materials exported, to which right the buyer disclaims all 
interest, and agrees to furnish the seller with proof of exportation and all docu- 
ments necessary to obtain payment of such drawbacks and to cooperate with 
the seller in obtaining such payment. 

Patents—The seller will indemnify and save harmless the buyer from any 
judgment for damages and cost which may be rendered against the buyer in 
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any suit brought against the buyer on account of the infringement by the 
materials, per se, supplied by the seller under this order of any United States 
patent, provided prompt written notice be given the seller of the bringing of 
any such suit and an opportunity be given the seller to settle or defend the 
same as the seller may see fit, provided further that every reasonable assistance 
which the seller may require in defending any such suit be rendered to the 
seller by the buyer. 

Transportation and other charges.—All transportation and other charges, in 
addition to the mill price, shall be for the account of the buyer. 

Producing or shipping point.—Seller reserves the right to produce and ship 
all or any part of the materials covered hereby from any of its plants and in 
the event the materials or any part thereof are produced and shipped from a 
plant or plants other than the plant or plants designated on the face hereof 
seller’s price or prices at such producing or shipping plant or plants shall 
apply ; provided, however, that if such applicable price or prices, excluding any 
and all transportation or other charges for the account of the buyer, are higher 
than those at the plant or plants designated on the face hereof, and if the 
steel has not been melted or in process, buyer may cancel the portion of this 
order to which such higher price or prices apply by giving written notice 
thereof to the seller within 10 days after receipt of notice of such higher price 
or prices given by the seller. 

Permissible variations— 

(a) Material to be within the limits and sizes published by the seller, and 
subject to seller’s standard variations for rolling and shearing. 

(b) Seller reserves the privilege of shipping overages or underages of weight, 
length, size, and/or quantity in accordance with the seller’s standard practices. 

Default in payment.—In case buyer shall fail to make payments on this or 
any other contract between buyer and seller in accordance with seller’s terms, 
the seller may defer further shipments until such payments are made, or may, 
at its option, cancel unshipped balance. 

Credit approval.—Shipments and deliveries shall at all times be subject to 
the approval of the seller’s credit department and in case the seller shall have 
any doubt as to the buyer’s responsibility, the seller may decline to make any 
further shipments hereunder, except upon receipt of satisfactory security or for 
cash before shipment. 

Buyer’s acceptance of above conditions.—This order shall be subject to the 
terms and conditions contained or referred to in seller’s quotation and on the 
face and reverse side hereof. The buyer’s receipt of this acknowledgement 
without prompt written objection thereto shall constitute an acceptance by the 
buyer of all the terms and conditions set forth herein. 








UNITED STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron & Stcel Institute et al. 


REPORT OF COMPLIANCE OF JONES & LAUGHLIN STEEL CORPORATION, RESPONDENT 


Jones & Laughlin Steel Corporation, one of the respondents in the above- 
entitled case, hereby submits its Report of Compliance with the Order issued 
August 10, 1951, in said proceeding, pursuant to Paragraph IV of said Order, 
and states that: 

A. Respondent has not entered into any planned common. course of action, 
understanding or agreement with any respondent or respondents or any other 
person or persons in, or in connection with, the offering for sale or sale and 
distribution in interstate commerce of the steel products involved in this pro- 
ceeding, to do or perform any of the following things: 

(1) Adopting, establishing, fixing or maintaining prices or any element 
thereof at which steel products shall be quoted or sold, including but not lim- 
ited to base prices, the extras which shall be added to, or the deductions 
which shall be made from, any base price for any specified characteristic, 
or loading charge or delivery charge or terms of discount, credit or other 
conditions of sale; 
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(2) Collecting, compiling, circulating or exchanging between or among re- 
spondents, or any of them, a list or lists of base prices or of prices by any 
other designation, or extra charges thereto or deductions therefrom for any 
specified characteristic or quantity of steel products or services connected 
therewith used or to be used in computing prices or price quotations of 
steel products, or using, directly or indirectly, as a factor in computing price 
quotations or in making, quoting or charging prices, any such list or lists so 
collected, compiled, circulated or exchanged. 

(3) Collecting, compiling, circulating or exchanging between or among 
respondents, or any of them, a list or lists of freight rate factors, transporta- 
tion charges or other charges relating to transportation or loading or other 
services connected therewith, used or to be used in computing prices or price 
quotations of steel products, or using, directly or indirectly, as a factor in 
computing price quotations any such list or lists so collected, compiled, cir- 
culated or exchanged ; 

(4) Formulating, devising, adopting, establishing, fixing or maintaining 
methods or practices of quoting and selling steel products to railroads or 
other particular classes of customers ; 

(5) Quoting or selling steel products at prices calculated or determined 
pursuant to, or in accordance with, any system or formula which produces 
identical price quotations or prices or delivered costs, or which establishes a 
fixed relationship among price quotations or prices or delivered costs, or 
which prevents purchasers from securing any advantage in price in dealing 
with one or more of the respondents as against any of the other respondents; 

(6) Failing to quote or to sell and deliver any steel products f. o. b. at 
the plant of manufacture thereof ; 

(7) Causing to be done any of the things described in the preceding sub- 
paragraphs (1) through (6) through action of respondent American Iron & 
Steel Institute or any subdivision or committee of said Institute or any in- 
dividual or other corporation or organization. 

B. Respondent is not knowingly, individually or otherwise, contributing to 
the maintenance or operation of any planned common course of action, under- 
standing, or agreement with any respondent or respondents or others, through 
the commission of the acts, practices or things listed in subparagraphs (1) 
through (6) of Paragraph A above. 

C. Since said Order was issued on August 10, 1951, and for some time prior 
thereto, it has been the policy of the respondent (except in respect to sales made 
from warehouses at its announced warehouse prices) to quote and sell the steel 
products covered by said Order at its announced prices f. 0. b. the mill of pro- 
duction or delivered prices made up of the price f. o. b. the mill of production 
plus transportation charges therefrom to destination. The respondent, however, 
has reserved and will continue to reserve the right to make sales at delivered 
prices with transportation charges reduced to the extent necessary to meet in 
good faith the delivered prices of competitors. 

D. This respondent has furnished a copy of said Order issued August 10, 1951, 
to each of its officers and employes responsible for the conduct of the activities to 
which the Order refers, and has directed them to inform fully all proper 
employes under their supervision of the requirements of the said Order. 

JONES & LAUGHLIN STEEL Corp., 
By A. J. Haziert, Vice President. 
ALAN D. RIESTER, 
H. PARKER SHARP, 
Attorneys for Respondent, Jones & Laughlin Steel Corp. 


JONES & LAUGHLIN STEEL CorP., 
Pittsburgh, Pa., September 26, 1955. 
Re American Iron & Steel Institute, et al., Docket No. 5508, 48—-FTC-123 
FEDERAL TRADE COMMISSION, 
Washington, D.C. 
(Attention P. B. Morehouse, Assistant General Counsel for Compliance.) 
GENTLEMEN: In your letter dated June 27, 1955, you asked that we review the 


report of compliance previously submitted in these proceedings and submit a 
current report in respect to such compliance. 


22805—59—pt. S——15 
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Except as indicated below, the statements made in the certificate of compliance 
are hereby reaffirmed in all particulars. In response to the specific questions 
listed in your letter of June 27, 1955, in respect to the products covered by the 
order in these proceedings (other than products sold from warehouses at our 
announced warehouse prices) we respectfully submit : 

1. Jones & Laughlin Steel Corp. quotes and sells f. o. b. the mill of production. 

2. Jones & Laughlin Steel Corp. also quotes and sells at delivered prices. 

3. Except as stated in “4” below, this corporation’s delivered prices vary as 
between localities in amounts equal to the difference in costs of transportation 
from the mill to such localities. 

4, Where we desire to meet the delivered price of a competitor for a particular 
product in cases where it is established to our satisfaction that the competitor's 
price to a customer for the specified material, plus all transportation charges for 
delivery to the customer, is less than our price for the same material f. o. b. our 
mill, plus all transportation charges to such customer, we quote and sell at a 
delivered cost with the transportation charges reduced to the extent necessary 
to meet the delivered price of such competitor. 

5. In computing delivered prices, Jones & Laughlin Steel Corp. uses only the 
transportation rates furnished by its own traffic department taken from actual 
tariffs filed by carriers. 

6. Copies of price lists issued to our sales offices showing base prices, extras 
and deductions for all changes since November 8, 1951, are enclosed herewith, 
as exhibits A to H. 

7. Jones & Laughlin Steel Corp. does not use any special method or practice in 
quoting and selling to railroads or other classes of customers. Railroads are 
not large purchasers of the products manufactured by Jones & Laughlin and many 
sales to railroads are f. o. b. our mills, regardless of whether the mill is on the 
line of the purchasing railroad. Where the railroad requests a delivered price, 
the charge for transportation is calculated at the rates declared by the purchasing 
railroad as the cost to it of such transportation, but not in excess of an amount 
determined by our sales department for transportation on the line of the pur- 
chasing railroad. Where we elect to meet the delivered price of a competing 
producer to a railroad, the charge for transportation included in the delivered 
price is adjusted to meet the delivered price of the competitor. 

8. We do not quote or sell at prices determined in accordance with any formula 
which produces identical prices or a fixed relationship between our prices and 
the prices of our competitors. As stated in paragraph C of the report of com- 
pliance filed November 8, 1951, in these proceedings, Jones & Laughlin Steel Corp. 
reserves “the right to make sales at delivered prices with transportation charges 
reduced to the extent necessary to meet in good faith the delivered prices of 
competitors.” 

9. Jones & Laughlin Steel Corp. uses the uniform terms and conditions of sale 
set forth on the reverse side of the order acknowledgment form enclosed here- 
with, as exhibit H. 

10. Our salesmen are furnished with lists of the base prices, f. 0. b. our mills, 
and lists of extras and deductions which are adopted from time to time by the 
corporation, and are authorized to quote prices shown on such lists to such 
customers, subject, however, to acceptance of any order at the home office of the 
corporation in Pittsburgh, Pa. Our line sales force is informed and fully under- 
stands that we must be competitive in delivered cost in the orders which we 
accept but that we cannot undertake to accept business at delivered prices which 
do not promise a satisfactory return. Accordingly, if a district sales manager 
believes it is advisable to meet the delivered cost to a customer of material pro- 
duced at the plant of a competitor more favorably located transportationwise to 
such customer than our mills, the salesman is instructed to ascertain, verify, and 
record all pertinent facts concerning the price quoted by the competitor, includ- 
ing the method of transportation and the charge therefor used by said competitor. 
If the manager of a particular product determines that it is advisable to meet 
the delivered price of such competitor and is satisfied as to the legitimacy of 
the price from the information collected by the salesmen or from other available 
information, he authorizes the district office to quote a competitive price deter- 
mined as described in “4” above. 

Very truly yours, 
Jones & LAUGHLIN STEEL Corp., 
J. E. TrmMpBervtaKe, Vice President, Sales. 





— 
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JONES & LAUGHLIN STEEL Corp., 
Pittsburgh, Pa., September 29, 1955. 


Re American Iron & Steel Institute, et al., Docket No. 5508, 48—-F'TC-123. 


FEDERAL TRADE COMMISSION, 
Washington, D. OC. 


(Attention P. B. Morehouse, assistant general counsel for compliance.) 


GENTLEMEN: We find that there was inadvertently omitted from the exhibits 
accompanying Mr. J. E. Timberlake’s letter of September 26, 1955, a 1955 price 
schedule for hot-rolled products. 

Enclosed herewith please find two copies of this schedule. Will you please 
see that it is added to exhibit E which accompanied Mr. Timberlake’s letter. 

Very truly yours, 
JoNES & LAUGHLIN STEEL Corp., 
W. ©. Prummer, General Counsel. 


(This sheet is not for distribution to the trade, but for the information of interested 
departments, district sales offices, and salesmen] 


JONES & LAUGHLIN STEEL CorP., 
Pittsburgh, Pa. 
(J. BE. Pierce, manager ; Robert B. Algie, assistant manager ; hot-rolled products) 


Pric—E SCHEDULE, Hot-RoLLED PrRopuctTs 


Effective July 7, 1955 (except carbon plates and floor plates effective July 8, 
1955), and until further announcement the following prices will apply on ship- 
ments for delivery and consumption in the United States and Canada, subject 
to applicable extras covered by seller’s current classification of extras and 
standard terms and conditions of sale: 


Pittsburgh,| Aliquippa, | Cleveland, Price basis 
Pa. Pa. hio per— 


Carbon steel: 
Blooms, billets, slabs: 








PRC ENIIN 5 0c a cadansudidsotahosabaaneud $84. 50 ff ae Net tons. 
I I pec an cnatncenn cxeanes 68.50 | Ot See 0. 
I oe casted MocdanGng wcdntcmntedeante bdo beeimadaeeeee | MME T dacaaonacio 100 pounds, 
eee eee 4.65 BP Pic Wnwecee Do. 
Reinforcing bars to fabricators--_--.-..---...--- GG Secktrintenndtlsmcustupne Do. 
Structural shapes (including junior beams and |----.....---- Oe. Linenhesomend Do. 
junior channels). 
PE ea aichiodys Mads ockddnadiboet paqusbhadees 4. 50 4. 50 $4. 60 Do. 
x fl ee coi awe cece aienoded | art G2 needed in ohameaibiinelndis 5. 575 Do. 
aint tcnbcghiuabavssmoowanel TO Uo icdetiinde Labpaneadge Gas Do, 
Jalten quality grades 1 and 2: 
Bee le POG 0a on kk Ses ape n dnd 6. 80 DOR Minidccnnuint Do. 
Structural shapes ent . cubtaniadibns indo ja i cates Do. 
a tae . 6.725 | 6. 725 6. 725 Do. 
Jalten quality grade 3: 
ROOTS WAG BUNT GORING 5.5 3 55 oe ese cee cee 5.45 | BOE iB iccncciunwas | Do. 
RII cal nindc ning capapnesecaunserabecwenends sed es horanteninas = Do. 
Plates 


Dives aden eneee bac wie Riniiviet vekiwnciemes 5.55 | 5. 55 §.55 | Do. 


Prices are f. o. b. cars, trucks, or barges at our mill or dock. Shipments will 
customarily be made freight collect. 

All shipments will be invoiced at prices in effect at time of shipment. 

Terms.—Subject to regular credit approval; 30 days net or one-half of 1 
percent discount for cash if paid within 10 days from date of invoice. Cash 
discount applies to f. o. b. mill value. 

JULY 28, 1955. 

(Replaces sheet dated July 7, 1955.) 
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UNITED STATES OF AMERICA BEFORE THE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 


REPORT OF NATIONAL STEEL CORPORATION, WEIRTON STEEL COMPANY AND 
GREAT LAKES STEEL CORPORATION 


And now, to wit, November 8, 1951, come NaTIonaLt STEEL CORPORATION, 
‘WEIRTON STEEL COMPANY and GREAT LAKES STEEL CORPORATION, respondents in 
the above entitled proceedings, and pursuant to the direction contained in the 
final paragraph of the Order of the Federal Trade Commission issued on August 
10, 1951, respectfully file the following report as to the manner and form in 
which they have complied with the said Order to cease and desist with respect 
to the sale of the products covered by the Order, and aver: 

(a) That they have not entered into any planned common course of action, 
understanding or agreement with any of the other respondents in this case or 
with any other person and are therefore not cooperating in carrying out or con- 
tinuing any such planned common course of action, understanding, or agreement 
to do or perform any of the following things: 

(1) Adopting, establishing, fixing, or maintaining prices or any ele- 
ment thereof at which steel products shall be quoted or sold, including 
but not limited to base prices, the extras which shall be added to, or the 
deductions which shall be made from, any base price for any specified 
characteristic, or loading charge or delivery charge or terms of discount, 
credit, or other conditions of sale. 

(2) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of base prices or of prices 
by any other designation, or extra charges thereto or deductions therefrom 
for any specified characteristic or quantity of steel products or services con- 
nected therewith used or to be used in computing prices or price quotations 
of steel products; or using, directly or indirectly, as a factor in computing 
price quotations or in making, quoting or charging prices any such list or 
lists so collected, compiled, circulated, or exchanged. 

(3) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of freight rate factors, transpor- 
tation charge or other charges relating to transportation or loading or 
other services connected therewith, used or to be used in computing prices 
or price quotations of steel products, or using, directly or indirectly, as 
a factor in computing price quotations any such iist or lists so collected, 
compiled, circulated, or exchanged. 

(4) Formulating, devising, adopting, establishing, fixing or maintaining 
methods or practices of quoting and selling steel products to railroads or 
other particular classes of customers. 

(5) Quoting or selling steel products at prices calculated or determined 
pursuant to, or in accordance with, any system or formula which produces 
identical price quotations or prices or delivered costs, or which establishes 
a fixed relationship among price quotations or prices or delivered costs, or 
which prevents purchasers from securing any advantage in price in deal- 
ing with one or more of the respundents as against any of the other re 
spondents. 

(6) Failing to quote or to sell and deliver any steel products f. o. b. at 
the plant of manufacture thereof. 

(7) Causing to be done any of the things described in the preceding sub- 
paragraphs (1) through (6) through action of respondent American Iron 
and Steel Institute or any subdivision or committee of said Institute or any 
individual, or other corporation or organization. 

(b) That they are not acting individually or otherwise so as to knowingly 
contribute to the maintenance or operation of any planned common course of 
action, understanding or agreement between them and any other respondent or 
between them any any other person through the commission of any of the acts, 
practices, or things set forth in subparagraphs (1) through (6) of paragraph 
(a) above. 

(c) These respondents further aver with respect to their present sales 
practices : 
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(1) That Weirton Steel Company acts solely as agent to manage and 
operate plants owned by National Steel Corporation located at Weirton, 
West Virginia, and Steubenville, Ohio. 

(2) That Great Lakes Steel Corporation is a wholly owned subsidiary 
of the said National Steel Corporation operating a plant at Ecorse (a 
suburb of Detroit), Michigan. 

(3) That since July of 1948 these respondents have sold their products, 
exclusively, f. o. b. their mills at Weirton, West Virginia, Steubenville, Ohio, 
and Detroit, Michigan. In certain instances and to certain customers the 
actual cost of transporting said products from the respective mills to the 
point of delivery specified by the customer is added to the f. o. b. price of 
the product and collected from the customer. In most cases, however, the 
cost of transportation is paid directly to the carrier by the customer, and 
these respondents collect only the f. 0. b. price. These respondents must 
reserve the right, however, in the future, if market conditions change, to re- 
duce their f. 0. b. price or to absorb a portion of the transportation cost of 
their products to meet the prices of competitors. 

(4) That these respondents from time to time announce publicly the 
f. o. b. prices at which they will sell the products manufactured by them. 

(5) That these respondents publish lists of so-called extras (or extras and 
deductions) which consist of added charges or deductions from prices quoted 
as aforesaid. These lists of extras or extras and deductions are printed 
and published for the benefit of respondents’ customers and in order for 
them to be able to compute the price of any kind, type, or size of material 
manufactured by these respondents. These published lists of extras or 
extras and deductions are given to respondents’ salesmen and by them to 
respondents’ customers and to potential customers who request such infor- 
mation. It is impossible for these respondents to control the use that may 
be made of such lists of extras or extras and deductions by the persons who 
receive them. 

(6) That on occasion these respondents, when requested by the trade 
papers Iron Age and Steel, supply the current prices for their products 
to the editors of said papers. This information is published in said trade 
papers along with similar information with respect to other respondents. 

(7) That these respondents do not publish any compilation of freight 
rates, nor do they use or have in their possession any such compilation pre- 
pared or published by any other respondent, including respondent American 
Iron and Steel Institute. 

(8) That these respondents do not refuse to quote or to sell and deliver 
any of their steel products f. o. b. the plant of manufacture thereof. They 
do, however, reserve their constitutional right to choose their customers and 
their right to charge an additional handling or service charge to cover the 
cost of adapting the storage and delivery facilities at any of their respec- 
tive plants to fit any special form of transportation requested by a customer. 


Respectfully submitted. 


NATIONAL STEEL Corp., 

By F. M. Hesss, Vice President. 
WEIRTON STEEL Co., 

By J. E. WILxtson, President. 
GREAT LAKES STEEL Corp., 

By Gero. G. Gries, Vice President. 


Thorp, Reed & Armstrong, 
2812 Grant Building, 
Pittsburgh 19, Pa. 


NATIONAL STEEL Corp., 
Pittsburgh, Pa., September 6, 1955. 


Re American Iron & Steel Institute case FTC docket 5508 (48 F. T. C. 123) 
OFFICE OF GENERAL COUNSEL, 


Federal Trade Commission, Washington, D.C. 
(Attention P. B. Morehouse, Assistant General Counsel.) 


GENTLEMEN: Receipt is acknowledged of -your letters dated June 27, 1955, 
addressed to National Steel Corp., Weirton Steel Co. and Great Lakes Steel Corp., 
asking for additional information with respect to their compliance with the 
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order of the Federal Trade Commission entered on August 10, 1951, in the 
above case. 

As stated in the original compliance report filed on November 8, 1951, by the 
undersigned companies, Weirton Steel Co. acts solely as agent to manage and 
operate plants owned by National Steel Corp. located at Weirton, W. Va., and 
Steudenville, Ohio, and Great Lakes Steel Corp. is a wholly owned subsidiary 
of National Steel Corp., operating a plant at Ecorse (a suburb of Detroit), Mich. 
In view of this relationship and of the fact that the original compliance report 
eee made jointly, a joint response is being made by all three companies to your 
etter. 

The following answers are made to the specific questions contained in your 
letter with respect to the products covered by the order and sold by the under- 
signed companies: 

1. Does your company quote and sell f. o. b. mill? 

Answer: Yes. 

2. Does your company quote and sell at delivered prices? 

Answer: Yes. 

3. If you sell at delivered prices, please indicate what are the price variations 
in different localities as compared to actual freight costs. 

Answer: Except in cases where freight is absorbed to meet competition as 
described in the answer to question No. 4 below, the delivered prices of these 
companies vary in different localities in accordance with transportation costs 
from the producing mill to the particular locality. 

4. Does your company ever absorb freight charges, and if so, under what 
circumstances? 

Answer: Yes. As stated in answer to question No. 3 above, these companies 
quote and sell their products at an f. o. b. price with the customer paying trans- 
portation charges. Where, however, a competitor’s mill is located more favorably 
with respect to transportation costs to the customer’s plant, the undersigned 
companies must, if they are to obtain the business, adjust their overall delivered 
price to meet the overall delivered price of the more favorably located competitor. 
This frequently is done by the undersigned companies at the present time and 
results in an absorption by them of a part of the transportation cost of deliver- 
ing their products to such customers. 

5. Please submit copies of any lists of freight rate factors compiled or used 
by your company. 

Answer: The undersigned do not have any lists of freight rate factors. Their 
transportation and traffic departments keep up to date on current freight rates 
and make such rates available to the sales department on request. The infor- 
mation is not listed nor compiled, except in the form of memorandums or notes 
kept by individual salesmen of certain freight rates applying to specific accounts 
which they normally service. 

6. Please submit copies of your price lists for base prices, extras and deduc- 
tions, showing all changes in price since the date of the order. 

Answer: Duplicate copies of a memorandum showing price changes since 
August 10, 1951, for the products manufactured by Weirton Steel Co. and a 
similar memorandum for products manufactured by Great Lakes Steel Corp. are 
enclosed as exhibits A and B, respectively. Copies of publications showing 
extras and deductions for all products manufactured by both companies since the 
date of said order are also enclosed as exhibits C and D, respectively. 

7. Do you use any special methods or practices in quoting and selling to rail- 
roads or other classes of customers? 

Answer: No. 

8. Do you quote or sell at prices determined in accordance with any formula 
which produces identical prices or a fixed relationship between your prices and 
your competitor’s prices? 

Answer: No. See the answer to question No. 4 above for a statement of the 
method used by the undersigned companies in pricing their products. 

9. Do you have any uniform conditions or terms of sale for customers? Please 
outline them. 

Answer: Yes. Duplicate copies thereof are enclosed with this letter. Exhibit 
E sets forth the conditions or terms of sale used by Weirton Steel Co. for struc- 
tural and bar angles; exhibit F, for tin mill products; exhibit G, for hot-rolled 
strip steel, hot-rolled sheets, cold-rolled strip steel, cold-rolled sheets, Weirzin 
sheets and strip, galvanized sheets, hot-rolled bars, and plates; and exhibit H sets 
forth the conditions or terms of sale for all products manufactured by Great 
Lakes Steel Corp. 
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10. Please describe all instructions which you give to your salesmen concern- 
ing prices. 

Answer: Instructions to salesmen, apart from the material supplied in an- 
swer to question No. 6 above, are verbal and cannot be described in general 
terms because they relate to specific sales to specific customers for delivery at 
specific destinations. 

The undersigned see no necessity for any amendment to the compliance report 
previously filed by them in this case, except to state with respect to paragraph 
(c) (8) of that report that market conditions have changed since the date of the 
report to the extent that it is now frequently necessary to absorb freight in the 


manner described in the answer to question No. 4 above, in order to meet 
the prices of their competitors. 


Very truly yours, 
NATIONAL STEEL Corp. 


By Pavut E. SHroap, Vice President. 
WEIRTON STEEL Co., 

By PaAvt BEB. SHroapd, Vice President. 
GREAT LAKES STEEL CorpP., 

By Pavut E. SHroap, Vice President. 


EXxuHIsiT A 


Weirton Steel Co. division—Base prices per 100 pounds, f. 0. b. Weirton, W. Va. 
CARBON PRODUCTS 




















| | 
Effective dates. ..........-- July 13, | July 6, July 7, | July 6, | Jan. 11,} Oct. 1, |June 26,|July 26, |Dec. 1, 
1955 1955 1954 1954 1954 1953 1953 1952 1950 
Hot-rolled bars. .........--- $4. 65 $4.15 | $4.15 | $4.30 | $4.10 $3. 85 
Hot-rolled plates............ 4. 50 4.10 4.10 4.40 4. 20 4.00 
Structural shapes-_.........- 4. 60 4.10 4. 35 4.35 4.10 3. 90 
Hot-rolled strip._........... | 4,325 3.925 | 3.925 | 4.025 | 3.825 3. 60 
Hot-rolled sheets_.........-- 4. 325 3.925 | 3.925 | 3.925 3.775 3. 60 
Cold-rolled strip-_..- wont G28 5.45 5.45 5.45 5. 10 4. 65 
Cold-rolled sheets... ol 5. 325 4.775 4.775 4.77 4. 575 4.35 
Galvanized sheets. --....--- 5. 85 5.275 5. 275 5. 275 5. 075 4. 80 
Long terne sheets........... 6. 25 5. 675 5. 675 5. 675 5. 475 5. 20 
I ee 5.45 5.45 5.45 5.10 4. 65 
Weirzin sheets_............. 6. 55 . 5E } 5.975 5.975 5. 975 5.775 5. 50 
Weirzin paint-rite sheets....| 6.5244) 6.52}4)........|_-....-.]-..2--..]----2.. nae Se a eeiteden haeas 
| | | 








a 
Oct. 8, |June 22,| July 26,| Dee. 5, 
1953 | 1953) 1952 | 1950 


Effective dates 








l 
1955 | 1955 | 1955 | 1954 

















/-— 


Over 0.25 carbon to 0.40 


| | 
| 
carbon__ : iad () | $7.00 $5.75 | $5.85 (4) $5. 45 $5.80 | $5.80 $5. 35 
Over 0.40 carbon to 0.60 | | 
carbon... ; (4) Phe ccene 8. 05 (4) 7. 65 8. 00 7. 65 6. 80 
Over 0.60 carbon to 0.80 | 
carbon............ @-} IOs. 9.00] () 8.60} 8.60] 825) 7.40 
Over 0.80 carbon to 1.05 | 
eee (0) 12.65 | 11.15 10. 95 (‘) 10. 55 10. 55 10. 20 9.35 
Over 1.05 carbon......-..--- (4) 15. 35 13.85 | 13.25 (4) 12. 85 | 12. 85 12. 50 11. 65 














NAX—HIGH TENSILE PRODUCTS 


Effective dates 























| j 

Pp eeatoat erweaiiee July 13,| July 6, | July 6, | | Oct. 8, |\June 17,|July 26,| Dee. 1, 
1955 . 1955 1954 | | 1953 1953 1952 1950 

| i 
Hot-rolled strip_.......---- $6. 425 | $6. 425 $6. 15 (1) $5. 95 $6. 30 $6. 10 $5. 75 
Hot-rolled sheets--.----- 6. 375 6. 375 6.10 (1) 5. 90 6.175 6. 025 5.75 
one-nened GtFiD.....<3.05..0...-<0e 9.10 9. 30 8. 60 (4) 8.15 8. 30 | 7.95 7.20 
Cold-rolled sheets. ---.- shiseeisasadon 7.875 | 7.875 7. 50 (1) 7. 225 7.475 | 7.275 6. 90 
cic ag casa hutidees Radeon pelea se 6. 45 () Ae UN Es Gut divs osccasmhacaactoe 

IPN, «5, chctinsinienins aed towtmaasone OT Re 6. 45 (4) 6.25 


1 No change. 
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Weirton Steel Co. division—Base prices per base boa, f. o. b. Weirton, W. Va. 


TIN MILL PRODUCTS 


Effective date Oct. 1, 1954 Mar. 8, 1954 


Hot dipped, 144# coated 
Hot dipped 14# coated 
Electrolytic 1.00# coated 
Electrolytic 0.75# coated_ 
Electrolytic 0.50# coated 
Electrolytic 0.25# coated .40 
Electrolytic 1.00/0.25# coated : 3. 40 
Black plate ; 5. 50 


PA 
90 1-1 90 90 9S 


$8. 95 
8.70 
8. 60 
8.05 

- 65 





EXHIBIT B 


Great Lakes Steel Corp.—Base prices 
CARBON PRODUCTS 





Effective dates | July 13, July 6, | Dee. 16, | July 6, Apr. 22, | Oct. 8, 
1955 | 1955 | 1954 1954 1954 1953 


Cold-rolled sheets_- 
Hot-rolled sheets___-- 
Hot-rolled strip.______-| 
Hot-rolled plates....---| 
Hot-rolled bars__-_----} 
Hot-rolled bars, rein- 

forcing _- 7 
Cold-rolled strip 
Alloy bars 


vr 


SS he 


| $5. 10 | $4.925 | $4.975 


| 
| 
| 


4.20 4.075 4.125 
4. 20 4.075 . 125 
4. 375 4.25 : 
4.45 4. 30 


5.90 | 5.60 


|} 5.225) 656.025 | 


woo 


o 


A PP Pe 
_ OS Sore © 
Nao 


a 


N-A-X HIGH TENSILE PRODUCTS 


June 17, | July 27, | Dec. 1, 
1953 | 1952 1950 


$4. 975 
4.125 
4. 225 | 
4. 65 
4. 50 





7. 68 $7. 375 
6. 2! 6. 05 
5 6. 10 
6. 40 
6. 375 
8.30 | 


Cold-rolled sheets_....- $7.975 | $7.975 $7. 
Hot-rolled sheets_...... 6.475 | 6.475 6. 
Hot-rolled strip 6.525 | 6.525 6. 
Hot-rolled plates.....--| 6.825 | 6.825 6. 


Hot-rolled bars 6. 90 6. 90 6. 
Cold-rolled strip 9. 20 9. 40 8. 


3 


sIororto te 


ono 





FINE GRAIN PRODUCTS 





Cold-rolled sheets_...-- 
Hot-rolled sheets_....-- 
Hot-rolled strip 
Hot-rolled plates 


N-A-X 9100 SERIES PRODUCTS 





Cold-rolled sheets 3. 5£ sis. 55 | $13.00 |$13.05 $11.20 j|$11.25 
Hot-rolled sheets_.....- ‘ 7.30 6. 80 6. 85 6. 55 6. 60 
Hot-rolled strip | 7.30 6. 80 6.85 6.55 6. 60 
Hot-rolled plates \ 6. 40 5.90 5.95 5. 70 5.75 
Hot-rolled bars | §.675 | 5.675 5.175 | 5.225 5.025 | 5.075 
Cold-rolled strip 13. 55 13.55 | 13.00 13. 05 12.15 12. 20 





$11. 25 $11. 05 $10. 45 
6. 80 6. 65 6. 05 
6. 85 6. 65 6. 05 
6. 10 5. 90 5. 40 
5. 575 5. 375 5. 00 

12. 20 11. 85 10. 45 
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rome ser | O Oo 
|_wain | 


WEIRTON STEEL COMPANY DIVISION s“""* 













































































Date 
WEIRTON, WEST VIRGINIA Pounds 
ee ic ic ID tic —— 
ACKNOWLEDCHENT OF ORDER structurat AND BAR DEPARTMENT suEET oF 
—_ == —-- eae 
We wish to acknowledge and to thank you for your order for 
the following material which is accepted on the terms indicated and | 
subject to the conditions printed on the reverse side of this sheet | 
WEIRTON STEEL COMPANY. 
—e — - enn ce ee AEE " ——— 
___ BUYER'S ORDER nO. c ai —— DATE CONT.HO. ‘“ 
___ BUYER ie ew i 
__ ADDRESS ‘ ln Bi eee 
SHIP TO ace i 
or a 5 
___ ROUTING PENNA. 2 on 
__*.0.B. MILL, C.L.PREIGHTALLOWED TO) PREIGHT — “ 
SHIP IN COMBINATION WITH ee ; es ee _QUALITY a = INSPECTION 
___ SHIPMENT REQUESTED BY BUTER PROMISED Raa 
eee : | | Piece Leth. [| Total Length | 
‘ } Ft. wt. | Spee ae eens te Shipped 
Item Pleses | Coneiption Thick Peet inch | Peet | Inch | 
SS = = = ——— ss ==. —— | = == + = 
i 1 
| 
pores ansaid tinnieaisonen seca tet taal] Ft ee 
| } | | 
| | | 
ann + ae: — _ | _ T + ee te ay ee 
1 f | | 
| | | | 
sical hdl cbeditipehirtedysnckinakioadagall 
| ' } 
| | } } | | 
| | | | {| | | | | | 
= +— + — - — t - | —— 3 meee) + 
i T + 4 | ] | 7 4 
| | | | 
stl hatch dileleea eoanesalaniniat ein amen 1 B incacielieciecaaniliencscicetteonuaipaaiali 
} | | | 
| \ 
\ 
dasmbaciel bach dialed pei | 
| } } i 
| | | | 
ia Caer eenos Te 
pxfrnrt "es AVF 
{ pao a 
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Porm G0-61 6M 10-68 We reserve the right to correct stenographie errors. Accepted orders cannot be cencelied unless 


by mutue|_ corecement. All orders entered and agreements made ere contingent », strikes, 
ecoldents her causes beyond our control.  ) 


eirton Steel Company Division 


WOR PLACED AT 
ee w. VA. NATIONAL STEEL CORPORATION 
STEUBENVILLE, O10 GENERAL OFFICES, WEIRTON, W. VA. 








Shipment Requested by Buyer. 


Shipment Promised... 











} FREIGHT RATES 


___PITTSOURGH | WEIRTON ~ STEUBENVILLE 
| €t. | tee | 6c Léc Gt. 1 tec 
weinimUM WEIGHT |  exawe poe Site 


“| 
| 
" 
] 





WET PRICES 
Tis BASE WEIGHT [rem T 
muMDER SHEETS WEIGHT 


Boxes uze oR 
GAUGE 








THIS ORDER IS ACCEPTED IN LINE WITH CONDITIONS PRINTED ON REVERSE SIDE 
EXHIBIT "F" 





Material to be Used for making 
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WEIRTON STEEL COMPANY DIVISION ee 
NATIONAL STEEL CORPORATION 
WEIRTON, W. VA. MII Order Date 
THIS ORDER IS ACCEPTED IN LINE WITH CONDITIONS PRINTED ON REVERSE SIDE. 
Buyer's No. 
om Buyer's Order Date 
Terms: 
Ship to 
Route Vie Agent 
Shipment Requested F. 0. B. 
Shipment Promised 
Ship 
: Pieces Pounds 





Chemical and Physical Specification FXHIRTT "G6" 41 
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ExuHIsit H 


Great LAKES STEEL Corp., 
Division OF NATIONAL STEEL Corp., 
Ecorse, Detroit, Mich. 

GENTLEMEN: We acknowledge and thank you for your order(s): 

The above has been entered subject to the conditions on the reverse side of this 
sheet. All materials will be invoiced at our prices and extras in effect at 
time of shipment. 

The prices that we are invoicing are the prices that we have filed with the 
Economic Stabilization Agency, with their approval. 

Yours very truly, 
GREAT LAKES STEEL Corp., 
Sales Department. 


UNITED STATES OF AMERICA BEFORE THE FEDERAL TRADE 
COMMISSION 


Docket No. 5508 
In the Matter of American Iron & Stcel Institute, et al. 


REPORT OF COMPLIANCE OF RESPONDENT ARMCO STEEL CorP. 


Pursuant to Paragraph IV of the Final Order of the Federal Trade Commis- 
sion, issued August 10, 1951, respondent Armco Steel Corp. submits the following 


Report of Compliance setting forth in detail the manner and form in which it 
has complied with the Order. 


I. BACKGROUND AND HISTORY 


On November 13, 1947, the Federal Trade Commission issued its Amended 
Complaint in this proceeding against the American Iron and Steel Institute 
and substantially all of the steel manufacturers in the United States including 
Armco. The Amended Complaint consisted of one count charging the respond- 
ents with the use of unfair methods of competition in commerce in violation of 
Section 5 of the Federal Trade Commission Act. After issue had been joined, 
testimony was taken and evidence in support of the Complaint was introduced 
by counsel supporting the Complaint. Thereafter, the case was rested on behalf 
of iue Commission. 

Various motions then followed and during the pendency of the last of these 
(motions by the respondents to dismiss), a settlement of the proceeding was 
agreed to between the respondents and the Director and Assistant Director of 
the ‘“‘ommission’s Bureau of Anti-Monopoly. This proposed settlement, em- 
bodicd in a memorandum, dated May 9, 1951, and appendices thereto, was then 
presented to the Commission. 

On June 15, 1951, the Commission issued its tentative decision in the form 
of the Findings as to the Facts, Conclusion and Order to Cease and Desist 
theretofore agreed to by the parties. Thereafter, this decision became final and 
the Order was issued on August 10, 1951. The said Findings as to the Facts, 
Conclusion and Order to Cease and Desist were thereafter served upon Armco 
by registered mail on August 13, 1951. 

The Findings set forth certain acts and practices which the Conclusion states 
would unduly suppress competition if not checked. The Order is, therefore, 
found necessary by the Commission in the public interest and by reason of the 
provisions of the Federal Trade Commission Act. 

Armco has not admitted the Findings as to the Facts and Conclusion which 
accompany the Order but has agreed not to contest them. Armco has con- 
sented to the form of Order to Cease and Desist which has been issued by the 
Commission and has agreed not to appeal from it. 
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II. COMPLIANCE WITH THE ORDER 
A. Scope of the Order 


The Order applies to the offering for sale, sale, and distribution in interstate 
commerce of certain steel products which are set forth in Paragraph II of the 


Findings as to the Facts. Of these, Armco sells and distributes only the 
following: 


Bars, Carbon: Hot rolled. 
High-Strength Low Alloy: 

Hot-rolled sheets. 

Cold-rolled sheets. 

Galvanized sheets. 

Plates. 
Pipe and Tubing: 

Pipe, including oil country. 

Mechanical electric-weld tubing. 
Plates, Structural, Carbon: Plates. 
Semifinished, Carbon: 

Billets, blooms, slabs—rerolling quality. 

Billets, blooms, slabs—forging quality. 
Sheets, Carbon: 

Hot-rolled, 18 gauge and heavier. 

Cold-rolled. 

Galvanized. 

Enameling. 

Long ternes. 

Electrical. 
Strip, Carbon: 

Hot-rolled. 

Cold-rolled. 

Electrical, coils. 


The Order, therefore, applies to Armco’s activities in connection with the offer- 
ing for sale, sale and distribution in interstate commerce of the foregoing 
products, and the steps, as hereinafter detailed, which have been taken by 
Armco are in order to insure its compliance with the Order in the handling of 
these products. 

The Order is directed at (a) any planned common course of action, under- 
standing, and agreement between two or more of the respondents or between one 
or more of the respondents and others not parties to the proceeding to do seven 
things listed in subparagraphs (1) through (7) of Paragraph I, and (b) any 
respondent’s knowingly contributing to the maintenance or operation of any 
such planned common course of action, understanding or agreement (Para- 
graph II). 

The respondent, Sheffield Steel Corporation, is a 100% owned subsidiary of 
Armco. It is, of course, understood that, as a respondent, Sheffield is quite as 
subject to the prohibitions of the Order as is Armco and, as such, may not 
agree with Armco and others to do any of the things prohibited by the Order. 

We do not interpret the Order, however, and have been so advised by legal 
counsel, to prohibit the normal and necessary interrelationship between Armco 
and its 100% owned subsidiary, Sheffield. By necessary token of Armco’s 100% 
ownership, there must continue to be a community of personnel and policy in 
the normal course of business operation. For instance, of Sheffield’s seven di- 
rectors, three are also directors of Armco and six are officers of Armco. This 
personnel interrelationship at the present time is as follows: 








| 

Name | Armco | Sheffield 
RR eee boas cck ss Chairman of the Board and Director__| Chairman of the Board and Director. 
W. W. Sebald wecceee.| President, Director... ............. ..| Viee Chairman, Director. 
ax SOT i aatione | Vice President, Director. ---.-..-.-- President, Director. 
J. A. Ingwersen.........| Vice President _..-| Director. 
H. H. Tullis ye Vice President Catal. cuuevese. | Eee 
E. A. Correa Ss 


ose secretary, Counsel cee Director, 
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This interrelationship is further heightened by the fact that the land, build- 
ings, structures, and plant facilities constituting Sheffield’s Houston plant 
are actually owned directly by Armco but operated by Sheffield. This is, of 
course, a quite natural arrangement where, as distinguished from mere affilia- 
tion or partial control, Armco is the 100% owner of its subsidiary Sheffield. 

To illustrate further the necessarily close interrelationship between the 
parent and the wholly owned subsidiary, the indenture under which Armco’s 
outstanding debentures are issued prohibits Sheffield, subject to the customary 
exceptions, from incurring any current or funded indebtedness except from 
Armco or another wholly owned subsidiary of Armco. Accordingly, funds 
borrowed for expansion of Sheffield’s facilities must be and have been borrowed 
by Armco. 

It is, therefore, impossible, and would be utterly disastrous from a business 
standpoint, if it were possible, for Armco to be unaware of or not to direct 
many of the policies and practices of its subsidiary Sheffield or for Sheffield 
not to be in accord with those of Armco. 

We do not interpret this Order to require any change in this business rela- 
tionship between the two companies, in the representation of Armco personnel 
on the Board or in the management of Sheffield, in the necessary interchange 
of information between the two companies, or in that community and con- 
sistency of policy as between the two companies which inevitably stems from 
Armco’s 100% ownership. We do interpret the Order to mean that neither 
company may do, in combination with the other, any of the things which it 
is prohibited itself from doing. 


B. Steps taken to comply with the order 


Following the issuance of the Commission’s Order on August 10, 1951, initial 
conferences were held between E. A. Correa, counsel, and members of Breed, 
Abbott & Morgan, the attorneys for Armco in this proceeding. These were 
followed by conferences among Mr. Correa, members of Breed, Abbott & Morgan 
and the officers of the company. 

As a result of these conferences, Breed, Abbott & Morgan delivered an opinion 
letter to the company, dated October 15, 1951, in which it undertook to analyze 
and interpret the terms of the Order and to suggest steps to be taken to insure 
compliance. A copy of this letter is attached hereto and marked “Exhibit A.” 

Thereupon, on October 18, 1951, Mr. Correa issued a memorandum to which 
were attached copies of the Order itself and of the Breed, Abbott & Morgan 
letter. This memorandum and its attachments were addressed and delivered 
to C. R. Hook, Chairman, and W. W. Sebald, President, and copies were de- 
livered to F. H. Fanning, Vice President, Operations; J. A. Ingwersen, Vice 
President, Distribution; ©. H. Murray, Vice President, Personal and Public 
Relations; H. H. Tullis, Vice President, Finance; L. T. Johnston, General 
Manager of Sales; E. H. Dorenbusch, General Traffic Manager; and H. L. 
Woods, Assistant to the President. A copy of this memorandum is attached 
hereto and marked “Exhibit B.” 

Thereupon, on October 19, 1951, Messrs. Hook and Sebald issued instructions 
to the executives listed above to familiarize themselves thoroughly with the 
provisions of the Order and to take all steps necessary (including those sug- 
gested in the memoranda theretofore delivered to them) to insure Armco’s com- 
pliance with the Order at all times. A copy of such instructions is attached 
hereto and marked “Exhibit C.” 

Consistent therewith, the following instructions were then issued on October 
24, 1951: 

1. L. T. Johnston, General Manager of Sales to District Sales Managers 
with copies to G. W. Breiel, Manager of Western Sales; W. L. Cressman, 
Manager of Eastern Sales; H. S. Humphreys, Manager, Byproducts Sales; 
William Jones, Administrative Assistant to General Manager of Sales; Rex 
McClure, Manager of Tubing Sales; W. B. Quail, Manager of Central Sales ; 
C. M. Shera, Assistant to General Manager of Sales; and J. G. Wikoff, 
Manager of Order Department. A copy thereof is attached hereto and 
marked “Exhibit D.” 

2. E. H. Dorenbusch, General Traffic Manager to all General and Di- 
visional Traffic Personnel. A copy thereof is attached hereto and marked 
“Exhibit EF.” 

8. H. H. Tullis, Vice President, Finance, to F. D. Danford, Treasurer. A 
copy thereof is attached hereto and marked “Exhibit F.” 
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By means of this series of memoranda, all Armco personnel, whose activities 
could conceivably touch upon the area of activity proscribed by the Order, have 
been acquainted with it and have been given explicit instructions to assist them 
in understanding it and observing its prohibitions at all times. These in- 
structions are and will continue to be carried out. 

Since July 13, 1958, and continuing to date, Armco has quoted and sold the 
steel products covered by the Order at prices f. o. b. the plant of manufacture. 
We understand, however, that the Order does not prohibit other methods of 
quoting and selling, provided that they are “innocently and independently pur- 
sued, regularly or otherwise, with the result of promoting competition.” (Para- 
graph III(3).) Armco will continue to make all policy decisions independently 
and without direct or indirect agreement of any kind with its competitors. 

More particularly, Armco independently determines, and will continue to de- 
termine, its own prices or any element thereof, including base prices, extras, 
deductions, loading charges, delivery charges, terms of discounts, credit or other 
conditions of sale and any methods or systems which may be employed in such 
determinations. Its internal procedure in that determination is as follows: 

(1) Cost studies on all products together with the ancillary costs of plant 
overhead, ete. are received from each plant each month. These show the 
plant’s current cost experience and the plant profit. 

(2) The main office at Middletown meanwhile determines the admin- 
istrative and sales expenses of the company, taxes, etc. which must be allo- 
cated and set off against the profit experiences of the various plants. 

(3) The Sales Division, consisting of the Vice President, Distribution, the 
General Manager of Sales, the area managers and various staff assistants 
then study the information so gathered on the one hand, and, on the other, 
evaluate economic conditions in general and the state of the market in par- 
ticular, including the prices Armco’s competitors are actually receiving in 
the market and the demand for the products under study. On the basis of 
this intra-Armco study and evaluation, the above executives decide upon 
prices and price changes. 

(4) All such decisions are then submitted to the President for his con- 
currence and, if this is obtained, the price or price change is put into effect. 

By continuing to pursue this independent procedure and by studiously avoiding 
participation in or knowing contribution to any planned common course of 
action, understanding or agreement prohibited by the Order, by the means set 
out in detail in the Exhibits to this Report, Armco believes that it is and will 
continue to be in full compliance. This Report is, therefore, respectfully sub- 
mitted. 

November 2, 1951. 

ARMCO STEEL Corp., 


By W. W. SEABALD, President. 
Attorneys for Armco Steel Corporation : 


Breed, Abbott & Morgan. 


Exuisit A 
Breep, Ansott & MorGan, 
New York, N. Y., October 15, 1951. 
In the Matter of American Iron and Steel Institute, et al. (F. T. C. Docket No. 
5508. ). 
Armco STEEL Corp., 
Middletown, Ohio. 
(Attention of Mr. E. A. Correa, Secretary and Counsel.) 


GENTLEMEN: On August 10, 1951, a cease and desist order was issued by the 
Federal Trade Commission in the form attached to this letter and became 
effective against your company, your wholly owned subsidiary, Sheffield Steel 
Corp., and numerous other respondents in the above-entitled proceeding. 

By its terms, each respondent must, within 60 days after service of the order 
by the Commission, file “a report in writing, setting forth in detail the manner 
and form in which they have complied with this order.” In order to assist you 
to carry out this mandate, we propose by means of this letter to analyze the terms 
of the order and to suggest steps to be taken to insure compliance. 
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The steel products, to whose sale and distribution in interstate commerce the 
prohibitions of the order are applicable, are set forth in paragraph 2 of the 
findings as to the facts which accompany the Order. Of these, we understand 
that your company sells and distributes only the following: 

Bars, carbon: Hot rolled. 
High-strength low alloy: 

Hot-rolled sheets. 

Cold-rolled sheets. 

Galvanized sheets. 

Plates. 
Pipe and tubing: 

Pipe, including oil country. 

Mechanical electric-weld tubing. 
Plates, structural, carbon: Plates. 
Semifinished, carbon : 

Billets, blooms, slabs—rerolling quality. 

Billets, blooms, slabs—forging quality. 
Sheets, carbon : 

Hot-rolled, 18 gage and heavier. 

Cold-rolled. 

Galvanized. 

Enameling. 

Long ternes. 

Electrical. 
Strip, carbon: 

Hot-rolled. 

Cold-rolled. 

Electrical, coils. 

These, then, are the steel products to which the order refers in the case of 
your particular company and its express prohibitions are directed to your business 
conduct with respect to them only. 

Paragraph I of the order contains the basic prohibitions. Subsequent para- 
graphs are supplementary. These paragraphs and their subparagraphs are 
discussed separately below : 

PARAGRAPH I 


Seven separate types of prohibited activities are listed in subparagraphs to 
this paragraph. But, each is expressly qualified by the preamble in the forepart 
of the paragraph and must, in each case, be read together with that preamble. 

Preamble: Armco is ordered, “in, or in connection with, the offering for sale, 
sale and distribution in interstate commerce of the steel products” listed earlier 
in this letter, to— 

“Forthwith cease and desist from entering into any planned common course 
of action, understanding, or agreement between any two or more of said respond- 
ents, or between any one or more of said respondents and others not parties 
hereto, and from cooperating in, carrying out or continuing any such planned 
common course of action, understanding, or agreement, to do or perform any of 
the following things :” 

Interpretation.—This preamble is predicated on conspiracy and concert of 
action. Hence, the seven types of activities listed in paragraph I are prohibited 
in that context, i. e., when engaged in pursuant to “any planned common course 
of action, understanding or agreement.” The prohibitions of this paragraph do 
not apply to the completely independent conduct by Armco of such of the listed 
activities as could be decided upon and done individually and independently of 
all others whether respondents or third parties. (In this connection, however, 
note the discussion of paragraph II below.) 

The meaning of the term “understanding or agreement” is generally compre- 
hended. It applies to the verbal as well as the written. 

The Federal Trade Commission’s construction of the term “planned common 
course of action” is as interpreted judicially in the Cement and Chain & Cable 
eases. (See par. III (2) of the order.) In the latter case, the Federal circuit 
court construed the phrase, as used in a Federal Trade Commission order, to mean 
that “only cooperative or concerted action” was intended to be condemned. The 
court said (139 F. (2d) 623) : 

“But, there can be no doubt that to sustain a charge of violation of the order 
in this case it must be shown that the prohibited acts have been performed as the 





ADMINISTERED PRICES 4607 


result of an agreement or conspiracy, or as the result of a common course of 
action, that has been agreed upon or planned between two or more persons.” 

This view was endorsed by the United States Supreme Court in the Cement 
case in the following language (333 U. 8. 683, 728) : 

“It seems quite clear to us what the phrase means. It is merely an emphatic 
statement that the Commission is prohibiting concerted action—planned con- 
certed action. The Commission chose a phrase perhaps more readily understood 
by businessmen than the accompanying legal words of like import.” 

Accordingly, the phrase has about the same meaning as “understanding” or 
“agreement” and one basic ingredient is common to all—a meeting of the minds or 
agreement on the action taken. None of the phrases reaches an independent, 
unplanned, and coincidental parallelism of action. 

It is most important for you to understand that the prohibited planned common 
course of action, understanding, or agreement may be either (1) between Armco 
and one or more respondents, or (2) between Armco and others not parties to 
the proceeding. The effect of the latter is to extend the coverage of the order 
to all agreements with third parties (whether or not parties to the proceeding) 
to do any of the listed things. 

However, in construing and applying any such all-encompassing prohibition, 
the legalistic and technical meaning of the words must be tempered with common- 
sense. Obviously, for instance, Armco will continue regularly to supply its cus- 
tomers with its own price lists and will reach agreements with them with respect 
to prices and terms and conditions of sale. 

Just aS obviously, there may continue the normal and necessary interrelation- 
ship between Armco and its wholly owned subsidiary, the respondent Sheffield 
Steel Corp. The two companies, of course, manufacture and sell different lines 
of steel products and, indeed, are not equipped to produce the same products on a 
commercial basis. Armco is a sheet and strip producer. Sheffield is a plate, 
structural, bar and wire producer. But, by necessary token of 100 percent owner- 
ship, there must continue to be a community of personnel and policy. Thus, 
Messrs. Hook, Sebald, and Gray are directors of both corporations while Messrs. 
Ingwersen, Tullis, and Correa are officers of Armco and directors of Sheffield. 
Thus, the activities and policies of Sheffield’s management not only are neces- 
sarily known to Sheffield’s 100 percent stockholder, Armco, but are in large part 
directed by Armco. 

The order, in our judgment, seeks neither to disturb these obvious and normal 
Armco relationships with its customers, nor with its wholly owned subsidiary, 
Sheffield. But it does, by reason of its extension to respondents and nonrespond- 
ents alike, seek to cover all agreements between Armco and others designed to 
suppress competition in the steel industry in a manner oppressive to the public 
interest. Accordingly, all Armco relationships with others should be constantly 
scrutinized by your management against the backdrop of the seven subpara- 
graphs of paragraph I. 


Subparagraph (1) 


“Adopting, establishing, fixing, or maintaining prices or any element thereof at 
which steel products shall be quoted or sold, including but not limited to base 
prices, the extras which shall be added to, or the deductions which shall be made 
from, any base price for any specified characteristic, or loading charge or deliv- 
ery charge or terms of discount, credit, or other conditions of sale.” 

Interpretation.—Remember that this applies to concert of action with others to 
adopt, establish, fix, or maintain prices or any element thereof. Its principal 
impact is on your consulting or cooperating in any way with your competitors in 
arriving at base prices, extras, deductions, loading and delivery charges, terms of 
discount, credit, or other conditions of sale. 

We believe that in order to stay in compliance with this prohibition, all Armco 
personnel, who may at any time. have occasion to come in contact with your com- 
petitors, should be carefully briefed again, as they have been in the past, not to 
discuss prices or any elements of price with competitors. Such briefing should 
cover all key officers of the company and appropriate personnel of your sales, 
credit, and traffic departments. 

In addition to this continuing rule of conduct for all Armco personnel, you 
should continue your present independent procedure for determining all Armco 
prices. We understand that procedure to be as follows: 

(1) Cost studies on all products together with the ancillary costs of plant 
overhead, ete., are received from each plant each month. These show the 
plant’s current cost experience and the plant profit. 
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(2) The main office at Middletown meanwhile determines the administra- 
tive and sales expenses of the company, taxes, etc., which must be allocated 
and set off against the profit experiences of the various plants. 

(3) The sales division, consisting of the vice president-distribution, the 
general manager of sales, the area managers and various staff assistants 
then study the information so gathered on the one hand, and, on the other, 
evaluate economic conditions in general and the state of the market in par- 
ticular, including the prices Armco’s competitors are receiving in the market 
and the demand for the products under study. On the basis of this intra- 
Armco study and evaluation, the above executives decide upon prices and 
price changes. 

(4) All such decisions are then submitted to the president for his con- 
currence and, if this is obtained, the price or price change is put into effect. 

The prices thus independently determined are, of course, subject today to Gov- 
ernment controls and must not exceed the ceilings promulgated from time to time 
by the Office of Price Stabilization. 


Subparagraph (2) 


“Collecting, compiling, circulating, or exchanging between or among respond- 
ents, or any of them, a list or lists of base prices or of prices by any other desig- 
nation, or extra charges thereto or deductions therefrom for any specified char- 
acteristic or quantity of steel products or services connected therewith used or 
to be used in computing prices or price quotations of steel products; or using, 
directly or indirectly, as a factor in computing price quotations or in making, 
quoting, or charging prices any such list or lists so collected, compiled, circulated, 
or exchanged.” 

Interpretation.—Remember that this applies to concert of action with others 
to collect, compile, etc. You may not, directly with the other respondents, or 
indirectly through arrangement with a central agency, such as the American 
Iron & Steel Institute or other third-party organization, collect, compile, circu- 
late, or exchange pricelists, including lists of extras and deductions to be used 
in computing prices or price quotations. You may not use any such jointly 
sponsored compilations or exchanges in pricing your products. 

This prohibition, to be intelligently understood, must, we believe, be read 
in the light of the result the Commission seeks to prevent. Various industries 
have from time to time resorted to open price-filing plans and the collection and 
Speedy dissemination of competitors’ price information. These the courts 
have found illegal where the effect has been to fix or stabilize prices and price 
levels in the industry and to suppress competition. We believe the Commission 
seeks to prevent the respondents in this proceeding from arranging any such 
plans, directly or indirectly, for fear of the result which has been found in some 
cases in certain other industries. 

The effect of the prohibition, therefore, is to require Armco to so police its own 
actions in the field of collecting price information as to prevent even an inference 
of agreement with others to pool price information. 

It does not, however, in our judgment, commit Armco to an ivory tower in 
which it must remain aloof and oblivious to the very market intelligence which 
it must have to compete aggressively and effectively. Vigorous independent 
investigation of prices is how even more necessary. 

We understand that your district sales offices have for some time been under 
instructions from the general manager of sales, to pick up all possible informa- 
tion from Armco customers and other normal trade sources on prices being 
received by Armco’s competitors in the market. We recommend that these in- 
structions be renewed. As in the past, so now your sales force should avoid 
collecting pricelists and price information from your competitors. But it should 
redouble its efforts to keep abreast of the competitive market by securing market 
information from Armco customers who are solicited by your competitors and 
from the other lawful sources of market intelligence in the trade. Not only is 
this indispensable from a business standpoint, but the information of the actual 
market collected in this manner by and for Armco itself is of great legal impor- 
tance under the Robinson-Patman Act. 


Obversely, care must be taken not to supply Armco pricelists to your com- 
petitors or under any pooling arrangement with others. District sales offices 
should continue to be so instructed. Pricelists should not be supplied to any 
trade association or statistical agency. 
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But, again, this does not mean that Armco may not issue pricelists and 
disseminate them. Of course, you may continue to supply your customers or 
potential customers with the lists and information they need to buy from you. 
Of course, you may, from time to time, issue general press releases to the 
public on price changes just as on operating news of the company. When re- 
porters seek information, their requests may be answered in your discretion. 
What should be avoided is any planned common course of action with any organ- 
ization voluntarily to supply Armco pricelists for purposes of compilation along 
with the pricelists of your competitors. 

The foregoing do’s and don’ts apply equally to the respondent Sheffield. 
Neither singly nor together should Armco and Sheffield enter into any arrange- 
ments with others for the compilation or exchanging of pricelists. The order, how- 
ever, does not, in our judgment, seek the impossible—does not seek to prevent 
Armco from having direct knowledge of Sheffield’s prices and operations. Such 
knowledge is implicit in the very nature of parent and wholly owned subsidiary, 
and the legal question to be raised is not as to existence of that knowledge but 
as to the uses to which that knowledge is put. We believe that the order is 
complied with in this respect if Armco and Sheffield, treated as one for this par- 
ticular purpose (since their operations complement each other under the single 
ownership of Armco), do not arrange with others for any of the price statistical 
activities prohibited by this subparagraph. 

Subparagraph (38) 


“Collecting, compiling, circulating, or exchanging between or among respond- 
ents, or any of them, a list or lists of freight-rate factors, transportation charges, 
or other charges relating to transportation or loading or other services connected 
therewith, used or to be used in computing prices or price quotations of steel 
products, or using, directly or indirectly, as a factor in computing price quota- 
tions, any such list or lists so collected, compiled, circulated, or exchanged.” 

Interpretation.—Remember that this applies to concert of action with others 
to compile freight rates. This subparagraph is directed primarily at the 
freight-rate books formerly issued by the respondent American Iron & Steel 
Institute. The last of these was discontinued on June 15, 1950, the date of 
widespread railroad tariff changes which rendered all the institute books out 
of date and obsolete. 

The prohibition, however, precludes the future issuance by the respondents, 
or any of them, pursuant to agreement, of any such books or lists of freight-rate 
factors to be used in computing or as a factor in computing price quotations. 

We understand that Armco has never used the AISI books (even before they 
were discontinued and became obsolete) to compute prices, but merely referred 
to them on occasion as a spot check on the independent computation of freight 
rates by Armco’s own traffic department from the official railroad tariffs. Now, 
the books are obsolete and no current compilations are being received by Armco. 
No other books or compilations of freight rates, issued by any of the respondents 
or prepared other than by Armco’s own general traffic department, are used by 
Armco. 

Accordingiy, you are complying with this subparagraph in all respects. In 
order to insure continued compliance at all times in the future, we suggest that 
all general and divisional traffic personnel be instructed by the general traffic 
manager not to contribute in any way to the compilation of freight rates by 
others outside the Armco organization, whether respondents or not, and:not to 
acquire or use any compilations so prepared to compute or as a factor in 
computing price quotations. 

Subparagraph (4) 


“Formulating, devising, adopting, establishing, fixing, or maintaining methods 
or practices of quoting and selling steel products to railroads or other particular 
classes of customers.” 

Interpretation.—Remember that this applies to concert of action with others. 
Armco does and can continue to comply with this prohibition by its compliance 
with subparagraph (1), above, for a violation of subparagraph (4) would also 
be regarded as a violation of subparagraph (1). Accordingly, what has been 
said above with respect to subparagraph (1) is applicable here. Armco must 
continue to determine individually and without consultation with competitive 
sellers to particular classes of customers, including railroads, not only all prices 
and terms of sale, but all “methods or practices of quoting and selling” to such 
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classes. These should be determined within the Armco organization in the 
independent manner outlined under subparagraph (1), above. 


Subparagraph (5) 

“Quoting or selling steel products at prices calculated or determined pursuant 
to, or in accordance with, any system or formula which produces identical price 
quotations or prices or delivered costs, or which establishes a fixed relationship 
among price quotations or prices or delivered costs, or which prevents pur- 
chasers from securing any advantage in price in dealing with one or more of 
the respondents as »“ainst any of the other respondents.” 

Interpretation—Remember that this applies to concert of action with others 
in using the systems or formulas described. This proceeding was, of course, 
based on the charge of alleged collusive use by the respondents of a so-called 
multiple-basing-point system. Armco has never admitted that charge. 

However, the order, consented to by Armco, here attempts to prevent the 
collusive use of systems or formulas such as the one originally charged by the 
Commission. In consequence, it is here vital to distinguish between Armco’s 
right to act individually and the prohibition against concert of action betweer 
Armco and others. 

It will be noted that there can be no situation to which this subparagraph 
applies unless one or more other companies are quoting and selling pursuant to 
the same system or formula. If this concurrent use of the same system or 
formula is collusively planned or agreed to, the order is violated. This is as 
true of collusive use of one system as another. An agreement among the re- 
spondents to use an f. o. b. system would be quite as vulnerable under this sub- 
paragraph as to use a so-called multiple-basing-point system. 

But what of concurrent use of the same system without any collusion or plan 
whatsoever? Armco has the right, independently, to devise and employ any 
system or formula it thinks best for the marketing of its products. What, 
then, if it finds others using the same system? What, then, if others, quite 
independently, arrive at and use the same system? 

The question is not susceptible of as precise answer in the present state of 
the law as we would prefer. But the area of answer is indicated by para- 
graphs II and III (1) and (3). 

Paragraph II attempts to delineate a gray area of what may be termed “know- 
ing contribution” by the individual company to an existing understanding and 
agreement prohibited by paragraph I of the order. Hence, (a) if Armco knew 
that a system of pricing was being used by several of the respondents, or by a 
respondent and others, by agreement among them, and it were such a system as 
is prohibited in subparagraph (5), and (b) if Armco, despite that knowledge, 
proceeded to adopt the system itself and practice it in such a way as to aid 
and abet the conspiracy, its otherwise unquestioned right of individual decision 
and action would be defeated by the knowing contribution prohibition of para- 
graph IT. 

On the other hand, Armco’s right of individual decision and action, as dis- 
tinguished from knowing contribution to the illegal agreements of others pro- 
hibited by this subparagraph (5) is protected by paragraph III (1) and (3). 
The Commission states that it does not infer violation of the order, including 
subparagraph (5), from the mere fact of uniformity of price among sellers at 
various destinations without more. And the Commission states that the order, 
including subparagraph (5), does not prevent the innocent and independent 
use, regularly or otherwise, by Armco of delivered pricing or freight absorption. 
Accordingly, if Arco were, independently, to decide upon a system of selling, the 
fact that it did provide for regular freight absorption or the fact that it in- 
volved delivered pricing would not, without more, draw it within the prohibi- 
tion of subparagraph (5) or the extension of that prohibition in paragranh IT. 

Returning to subparagraph (5), we feel that Armco’s continued compliance 
with its prohibitions must lie in its studious avoidance of any and all under- 
standings and agreements with its competitors not only on individual prices 
themselves but on all systems and formalas by which prices can be comnuted. 
This, plus a refusal knowingly to aid and abet a collusive agreement between 
others to use any such system, will constitute compliance and we suggest that 
officers and appropriate personnel be instructed accordingly. 
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Subparagraph (6) 

“Failing to quote or to sell and deliver any steel products f. o. b. at the plant 
of manufacture thereof.” 

Interpretation—Remember that this applies to concert of action in failing to 
quote or sell and deliver f. o. b. the plant of manufacture. Since Armco is pres- 
ently selling the products listed above at prices f. 0. b. the plant of manu- 
facture, it is, of course, complying with the prohibition of this subparagraph 
since, obviously, no agreement can exist between Armco and others not to sell 
in this manner. As long as Armco continues this present policy, no question 
ean arise under this subparagraph. 

This is not to say, however, that the order forbids Armco ever to change 
from this policy to any other which it may independently conceive and execute. 
Indeed, paragraph III (8) affirmatively indicates that Armco may use delivered 
prices and absorb freight provided it does so innocently and independently with 
the result of promoting competition. 

The caveat lies in any failure by Armco in the future to quote or to sell and 
deliver on this basis which (a) stems from a planned common course of action, 
understanding or agreement with others (see par. 1 of the order), or (6) consti- 
tutes knowingly aiding and abetting such a plan then being engaged in col- 
lusively by others in violation of paragraph I of the order (see par. II of 
the order). Accordingly, before Armco takes any action in the future to change 
its f. o. b. policy, it should, in addition to arriving, as it does today, at the deci- 
sion completely independently, make certain that it knows of no unlawful agree- 
ment to this effect among others which its action would aid and abet. 


Subparagraph (7) 


“Causing to be done any of the things described in the preceding subpara- 
graphs (1) through (6) through action of respondent American Iron & Steel 
Institute or any subdivision or committee of said institute or any individual, or 
other corporation or organization.” 

Interpretation.—This subparagraph is merely designed to prevent the doing 
indirectly of anything that is directly prohibited by subparagraphs (1) through 
(6). Again, it applies to concert of action between Armco and others to engage 
in such indirection. 

The American Iron & Steel Institute, its subdivisions and committees are 
singled out expressly because the institute is a respondent in this proceeding 
and was alleged in the amended complaint to be the medium through which 
various activities were conducted by the manufacturing respondents. The scope 
of the subparagraphs, however, is not limited to the institute. It applies to “any 
individual or other corporation or organization” whether or not a party to this 
proceeding. Accordingly, your executives should be reminded that it would be 
quite as much a violation of the order to arrange with others to use the institute 
or any other medium as it would be to act directly with Armco’s competitors 
to conduct any of the activities prohibited by subparagraphs (1) through (6). 


PARAGRAPH II 


“Tt is further ordered that each of the respondents do forthwith cease and 
desist from acting, individually or otherwise, so as knowingly to contribute to 
the maintenance or operation of any planned common course of action, under- 
standing or agreement between and among any two or more of the respondents 
or between any one or more of them and others not parties hereto through the 
commission of any of the acts, practices or things prohibited by subparagraphs 
(1) through (6) of paragraph I of this order.” 

This paragraph has already been discussed in some detail in connection with 
the subparagraphs of paragraph I. Whereas paragraph I is couched purely 
in terms of planned concerted action agreed to between the participants, this 
paragraph, in somewhat imprecise language, seeks to proscribe certain individual 
and independent actions of the respondents where they know that their action will 
aid and abet the maintenance or operation of an agreement between others in 
violation of paragraph I. 

It should be stressed that the word “knowingly” means exactly what it says 
and that, in order to show a violation, the Commission would be required to prove 
that any action taken by Armco was taken with knowledge of the existence of 
an agreed course of action by others in violation of the order. 
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Paragraph II does not, however, prohibit independent marketing action by 
Armco, as witness paragraph III (1) and (3), and the basic right of Armco 
to determine its own policies. It merely argues for the same careful and inde- 
pendent consideration which is already being given within the company to all 
decisions affected by the order. 


PARAGRAPH III 


This paragraph is designed to throw light upon the interpretation and con- 
struction of the first two paragraphs of the order. As such, we have had its 
subparagraphs in mind and have referred to several of them in connection with 
the foregoing interpretations. 

Subparagraph (1) states the proposition that the mere fact, taken by itself, 
that the prices or terms or conditions of sale quoted by Armco should turn out 
to be the same as those quoted by its competitors, is not proof of a violation of 
the order. However, any fact tending to prove that such similarity of price or 
terms is the result of collusion may be added to that similarity and the com- 
bination of the two might prove a violation. Accordingly, where such similarity 
exists, it is important that there be an absence of surrounding evidence of 
collusion. 

Subparagraph (2) has been referred to in connection with our discussion of 
the meaning of the preamble in paragraph I of the order. 

Subparagraph (3) has already been referred to. Nothing in the order pre- 
vents Armco from innocently and independently pursuing a delivered pricing 
method of distribution or absorbing freight regularly or otherwise in good faith 
to meet and promote competition. 

Subparagraph (4) merely establishes that the findings as to the facts and the 
eonclusion which precede the order are the only such documents in the proceed- 
ing and are complete. 

Subparagraph (5) merely restates the law with respect to the reopening of 
this proceeding in the future upon changed conditions of fact or law. 

We have noted at the start of this letter that a report of compliance is required 
under paragraph IV of the order. This report must set forth in detail the 
manner and form in which Armco has complied with the order. 

We suggest, therefore, that copies of this opinion letter, together with copies 
of the order, be distributed to officers and other key personnel of the company 
with instructions that they respectively guide their future activities by the 
interpretations herein expressed. We further suggest that this action be 
implemented by— 

1. A memorandum from Mr. Correa, counsel to the company, to officers 
and key personnel augmenting this opinion letter with such advice and 
instruction as may be advisable in view of the internal organization of the 
company. 

2. A memorandum from Mr. Hook, chairman of the board, and Mr. 
Sebald, president, to officers and key personnel instructing them to familiar- 
ize themselves with and carry out the instructions contained in this letter 
and in Mr. Correa’s memorandum. 

8. A memorandum from Mr. Johnston, general manager of sales, to the 
managers of Armco’s district sales offices with copies to the area managers 
and to Mr. Wikoff, manager, order department; Messrs. Shera and Jones, 
assistants to general manager of sales; Mr. Humphreys, manager, byproduct 
sales; and Mr. McClure, manager, tube sales, containing specific instructions 
to the sales organization with respect to the conduct of all sales personnel 
insofar as their activities may bear upon the subject matter of the order. 

4. A memorandum from Mr. Dorenbusch, general traffic manager, to all 
general and divisional traffic personnel, containing instructions with respect 
to the independent computation of all of Armco’s freight rates and the non- 
use of and noncontribution to third party freight rate compilations. 

5. A memorandum from Mr. Tullis, vice president, finance, to Mr. Danford, 
treasurer, and other credit personnel, containing instructions with respect 
to Armco’s independent determination of all discounts and terms of sale to 
be granted various customers. 

When the foregoing action has been taken, we then suggest that the report 
of compliance be prepared in such a way as to summarize such action with 
appropriate comment and description and that copies of the various papers 
involved be attached to the report as exhibits. 

Sincerely yours, 


BreEep, Appott & MorGcan. 
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Exutsit B 


ARMCO, 


October 18, 1951. 
To: Mr. Charles R. Hook, chairman. 


Mr. W. W. Sebald, president. 
From: E. A. Correa, counsel. 
Re the matter of American Iron & Steel Institute, et al. (FTC docket No. 5508). 


Attached to this memorandum are (1) copy of the cease and desist order of 
the Federal Trade Commission in the above-entitled proceeding which was 
served on this company as one of the respondents August 13, 1951; and (2) 
copy of an opinion letter from Breed, Abbott & Morgan, dated October 15, 1951, 
in which the various paragraphs and subparagraphs of the order have been 
analyzed and interpreted for the guidance of the company and various sug- 
gestions made with respect to steps to be taken in order to comply with the 
order. I have had several conferences with members of the firm of Breed, 
Abbott & Morgan and have discussed with them thoroughly the meaning and 
effect of the order and the procedure to be adopted to assure compliance there- 
with and I agree with all their recommendations. 

You will note that we must file a report of compliance with the Commission 
within 60 days after service of the order upon us, or (with the extension here- 
tofore granted by the Commission) on or before November 9, 1951. 

To this end, I suggest that those receiving copies of this memorandum and 
its attachments familiarize themselves thoroughly with their contents and im- 
mediately take all necessary steps within their respective divisions and de- 
partments to insure continued compliance with the order by Armco. This 
action should be accomplished through conferences with appropriate person- 
nel in each division or department and through the issuance of written in- 
structions as guides to all relations with competitors and other organizations 
which come within the scope of the order. 

On the basis of the foregoing action, it is planned to submit a report of 
compliance to the Commission prior to November 9, 1951, and I, therefore, urge 
immediate attention to the matter. 

Preliminary drafts of the memorandums of instructions from Messrs. Johnston, 
Dorenbusch & Tullis suggested by Breed, Abbott & Morgan have been pre- 
pared for discussion and revision before they are distributed. 

I shall be glad to discuss with anyone any questions regarding the order and 
our compliance therewith. 


E. A. Correa, Counsel. 


ExHIsBiIt C 
ARMCO, 
October 19, 1951. 

To: Mr. F. H. Fanning, vice president. 

Mr. J. A. Ingwersen, vice president. 

Mr. C. H. Murray, vice president. 

Mr. H. H. Tullis, vice president. 

Mr. L. T. Johnston, general manager of sales. 

Mr. BE. H. Dorenbusch, general traffic manager. 

Mr. H. L. Woods, assistant to the president. 
From: Charles R. Hook, chairman. 

W. W. Sebald, president. 

Re the matter of American Iron & Steel Institute, et al. (FTC docket No. 5508). 


You have already received copies of Mr. Correa’s memorandum, dated Oc- 
tober 18, 1951, with copies of the Federal Trade Commission order and the 
opinion letter from Breed, Abbott & Morgan attached. 

It is and will continue to be Armco’s policy to comply with this order in all 
respects and, to that end, you are hereby instructed to take all steps necessary 
(including those suggested in the papers referred to) to insure compliance at all 
times. 

CHARLES R. Hook, Chairman. 
W. W. SEBALD, President. 
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Exurit D 
ARMCO, 
October 24, 1951. 
To: District sales managers. 
Fro: L. T. Johnston, general manager of sales. 
Re compliance with Federal Trade Commission order. 


Armco, without admitting the validity of the charges or fir dings made and in 
order to put an end to a potential litigation of many years duration, has con- 
sented to the settlement of a proceeding brought by the Federal Trade Commis- 
sion against the American Iron & Steel Institute and substantially all the 
steel manufacturers in the United States. Accordingly, the company is now 
subject to a cease and desist order issued by the Commission which, in sub- 
stance, prohibits any planned common course of action, understanding or agree- 
ment between Armco and others, whether parties to this proceeding or not, to 
engage in certain activities listed in the order. 

The following policies governing the activities of the sales division have been 
in effect for some time and are already known to and practiced by you, but they 
are here set forth in detail as a reminder and are to be adhered to at all times: 

1. You must not, directly or indirectly, discuss prices (past, present, or fu- 
ture), sales or shipments, methods or systems of pricing, terms or conditions of 
sale with representatives of our competitors. This applies not only to Armco’s 
prices but also to those of our competitors. 

2. You must not obtain, or attempt to obtain, price lists or any data concern- 
ing the pricing methods, terms or conditions of sale of any of our competitors 
from those competitors. You must, however, make every effort to learn from 
our customers and other normal sources in the trade what our competition is 
doing at all times in your market. To maintain our trade position, it is impera- 
tive that Armco have this information and every effort must be made to obtain 
it, provided that it is not obtained from our competitors themselves, either 
directly or indirectly through some arrangement with those competitors. 

3. You must not supply Armco’s price lists to any of our competitors or make 
any arrangements indirectly through third parties to do so. You remain free, 
however, to supply such lists to all of Armco’s customers and potential cus- 
tomers. If you receive requests for Armco’s price lists from third parties who 
are neither customers nor potential customers, the request should be cleared 
with the general manager of sales before it is complied with. 

4. You must make no arrangements whatsoever with our competitors, directly 
or through the medium of third parties, to collect or compile for Armco lists of 
our competitors’ prices. All data with respect to such prices will be obtained 
in the manner outlined in paragraph No. 2 above and, thereafter, used wholly 
within the company. 

5. You must make no arrangements of any kind with Armco’s competitors, 
either directly or indirectly, regarding prices (past, present, and future), sales 
or shipments, methods or systems of pricing or terms or conditions of sale. 

6. It must be recognized that certain of our competitors make bona fide pur- 
chases of Armco products which they do not themselves make or which they find 
it advantageous, because of geographical reasons or unusual circumstances, to 
buy from us. In such cases we must, of necessity, supply such prospective 
buyers with price information and to the extent that giving such information is 
a natural and requisite incident of a bona fide inquiry or a bona fide transaction, 
an exception to the foregoing instructions may be made. You must, however, 
keep in mind that, aside from this exception in bona fide cases, our relations 
with our competitors are to be governed by paragraphs 1 through 5 above. 

Please advise all personnel under your supervision of the foregoing instruc- 
tions and the necessity of adhering to them at all times. 


LOGAN T.. JOHNSTON, 
General Manager of Sales. 
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Exuisit E 


ARMCO, 


October 22, 1951. 
To: All general and divisional traffic personnel. 


From: E. H. Dorenbusch, general traffic manager. 
Re compliance with Federal Trade Commission order. 


Armco, without admitting the validity of the charges or findings made, and in 
order to put an end to a potential litigation of many years’ duration, has con- 
sented to the settlement of a proceeding brought by the Federal Trade Commis- 
sion against the American Iron & Steel Institute and substantially all of the 
steel manufacturers in the United States. Accordingly, the company is now 
subject to a cease-and-desist order issued by the Commission which, in sub- 
stance, prohibits any planned common course of action, understanding, or agree- 
ment between Armco and others, whether parties to this proceeding or not, to 
engage in certain activities listed in the order. 

Your particular attention is called to that part of the order which deals with 
the use of freight-rate factors and transportation or loading charges in com- 
puting prices or price quotations. Paragraph I of the order prohibits Armco 
from entering into any planned common course of action, understanding, or agree- 
ment with third parties, whether or not they are respondents in this particular 
case, to accomplish the following: 

“(3) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of freight-rate factors, transportation 
charges, or other charges relating to transportation or loading, or other services 
connected therewith, used or to be used in computing prices or price quotations 
of steel products, or using, directly or indirectly, as a factor in computing price 
quotations any such list or lists so collected, compiled, circulated, or exchanged.” 

This prohibition is directed at the former practice of the respondent American 
Iron & Steel Institute of compiling and issuing freight-rate books to its members. 
This practice was discontinued by the institute June 15, 1950, and no such books 
have been received since that date. As a result, the books received in earlier 
years have become out of date and obsolete. Accordingly, they are not and 
will not be used to compute prices. 

Aside from freight-rate books issued by the American Iron & Steel Institute, 
however, the above-quoted prohibition prevents Armco’s participation in the 
compilation of such books or lists by any third parties, whether or not they are 
respondents in this case. It has been and will continue to be Armco’s policy 
to compile and compute freight rates within its own traffic department. Divi- 
sional traffic departments will continue to be supplied by the general traffic 
department at Middletown with revised freight-rate sheets prepared from 
published tariffs filed with the proper regulatory bodies. 

You are, therefore, instructed to observe the following rules: 

1. All compilation and computation of freight-rate factors, transportation 
charges, or other charges relating to transportation or loading, or other like 
services for use by Armco shall be done by Armco traffic personnel without con- 
sultation with any of Armco’s competitors and without arrangements with third 
parties for the use of compilations being used by Armco’s competitors. 

2. You must not contribute to any compilation or collection of freight rates 
by Armco’s competitors or by others for use by Armco’s competitors in computing 
prices or price quotations. 

3. You must not obtain or attempt to obtain any such compilations prepared 
by Armco’s competitors or by others for use by Armco’s competitors in computing 
prices or price quotations. 

B. H. DorENBUSCH, 
General Trafic Manager. 


ExHisir F 
ARMCO, 


October 22, 1951. 
To: Mr. F. D. Danford, treasurer. 


From: H. H. Tullis, vice president. 
Re compliance with Federal Trade Commission order. 


Armco, without admitting the validity of the charges or findings made and 
in order to put an end to a potential litigation of many years’ duration, has con- 
sented to the settlement of a proceeding brought by the Federal Trade Commis- 
sion against the American Iron & Steel Institute, and substantially all of the 
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steel manufacturers in the United States. Accordingly, the company is now 
subject to a cease-and-desist order issued by the Commission which, in sub- 
stance, prohibits any planned common course of action, understanding, or agree- 
ment between Armco and others, whether parties to this proceeding or not, to 
engage in certain activities listed in the order. 

Your particular attention is called to the fact that this order prohibits Armco 
from entering into any planned common course of action, understanding, or 
agreement with others, whether or not they are respondents in this case, to 
accomplish the following : 

“Adopting, establishing, fixing, or maintaining prices, or any element thereof 
at which steel products shall be quoted or sold, including but not limited to 
base prices, the extras which shall be added to, or the deductions which shall be 
made from, any base price for any specified characteristic, or loading charge or 
delivery charge or terms of discount, credit, or other conditions of sale.” 

In order to insure continued compliance with this prohibition, you are hereby 
requested to instruct all credit personnel that under no circumstances are they 
to agree with Armco’s competitors, directly or indirectly, on terms of dis- 
count, credit, or other conditions of sale to be given or not to be given to any 
of Armco’s customers or potential customers. Such terms will continue to be 
determined independently by Armco, and must not be the result of any under- 
standing or agreement with others for the use of the same or similar terms by 
Armco’s competitors. 

H. H. Tu tris, Vice President. 


UNITED STATES OF AMERICA BEFORE THE FEDERAL TRADE 
COMMISSION 


Docket No. 5508 
In the Matter of American Iron € Steel Institute et al. 


REPORT OF COMPLIANCE OF RESPONDENT SHEFFIELD STEEL CORPORATION 


Pursuant to Paragraph IV of the Final Order of the Federal Trade Com- 
mission, issued August 10, 1951, respondent Sheffield Steel Corporation submits 
the following Report of Compliance setting forth in detail the manner and form 
in which it has complied with the Order. 


I. BACKGROUND AND HISTORY 


On November 13, 1947, the Federal Trade Commission issued its Amended 
Complaint in this proceeding against the American Iron and Steel Institute and 
substantially all of the steel manufacturers in the United States, including 
Sheffield. The Amended Complaint consisted of one count charging the re- 
spondents with the use of unfair methods of competition in commerce in viola- 
tion of Section 5 of the Federal Trade Commission Act. After issue had been 
joined, testimony was taken, and evidence in support of the Complaint was in- 
troduced by counsel supporting the Complaint. Thereafter, the case was rested 
on behalf of the Commission. 

Various motions then followed and during the pendency of the last of these 
(motions by the respondents to dismiss) a settlement of the proceeding was 
agreed to between the respondents and the Director and Assistant Director of 
the Commission’s Bureau of Antimonopoly. This proposed settlement, em- 
bodied in a memorandum, dated May 9, 1951, and appendices thereto, was then 
presented to the Commission. 

On June 15, 1951, the Commission issued its tentative decision in the form of 
the Findings as to the Facts, Conclusion, and Order to Cease and Desist there- 
tofore agreed to by the parties. Thereafter this decision became final and the 
Order was issued on August 10, 1951. The said Findings as to the Facts, Con- 
clusion, and Order to Cease and Desist were thereafter served upon Sheffield by 
registered mail on August 13, 1951. 

The Findings set forth certain acts and practices which the Conclusion states 
would unduly suppress competition if not checked. The Order is, therefore, 
found necessary by the Commission in the public interest and by reason of the 
provisions of the Federal Trade Commission Act. 
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Sheffield has not admitted the Findings as to the Facts and Conclusion which 
accompany the Order, but has agreed not to contest them. Sheffield has con- 
sented to the form of Order to Cease and Desist which has been issued by the 
Commission and has agreed not to appeal from it. 


II. COMPLIANCE WITH THE ORDER 
A. Scope of the Order 


The Order applies to the offering for sale, sale, and distribution in interstate 
commerce of certain steel products which are set forth in Paragraph II of the 
Findings as to the Facts. Of these, Sheffield sells and distributes only the fol- 
lowing: 

Alloy Steel: 
Billets, blooms, slabs. 
Hot-rolled bars. 
Bars, Carbon: 
Hot-rolled and small shapes. 
Reinforcing (new billet). 
Reinforcing (rail steel). 
High-Strength Low Alloy: 
Bars and small shapes. 
Plates. 
Standard structural shapes. 
Plates, Structural, Carbon: 
Plates. 
Standard structural shapes. 
Rails and Railroad Accessories: Track spikes. 
Semifinished Carbon : 
Billets, blooms, slabs—rerolling quality. 
Billets, blooms, slabs—forging quality. 
Wire Rods. 
Sheets, Carbon: Hot-rolled, 18 gauge and heavier. 
Strip, Carbon: Hot-rolled. 
Wire and Related Products: 
Manufacturers’ bright, low carbon. 
Spring, high carbon. 
Nails and staples. 
Merchant-quality wire. 
Barbed wire. 
Woven fence. 
Bale ties. 
The Order, therefore, applies to Sheffield’s activities in connection with the offer- 
ing for sale, sale, and distribution in interstate commerce of the foregoing prod- 
ucts, and the steps, as hereinafter detailed, which have been taken by Sheffield 
are in order to insure its compliance with the Order in the handling of these 
products. 

The Order is directed at (a) any planned common course of action, under- 
standing, and agreement between two or more of the respondents or between one 
or more of the respondents and others not parties to the proceeding to do seven 
things listed in subparagraphs (1) through (7) of Paragraph I, and (b) any 
respondent’s knowingly contributing to the maintenance or operation of any 
such planned common course of action, understanding, or agreement (Para- 
graph IT). 

Sheffield is a 100% owed subsidiary of the respondent Armco Steel Corpora- 
tion. It is, of course, understood that, as a respondent, Sheffield’s parent Armco 
is quite as subject to the prohibitions of the Order as is Sheffield and, as such, 
neither corporation may agree with the other and third parties to do any of the 
things prohibited by the Order. 

We do not interpret the Order, however, and have been so advised by legal 
counsel, to prohibit the normal and necessary interrelationship between Shef- 
field and its parent Armco. By necessary token of Armco’s 100% ownership 
of Sheffield, there must continue to be a community of personnel and policy in 
the normal course of business operation. For instance, of Sheffield’s seven direc- 
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tors, three are also directors of Armco and six are officers of Armco. This per- 
sonnel interrelationship at the present time is as follows: 


Sheffield Armco 


C, R. Hook Chairman of the Board and Director_-| Chairman of the Board and Director. 
Ww. Vice Chairman, Director President, Director. 


J. A. Ingwersen Vice President. 

H. H. Tull Director Vice President. 

E, A. Correa Director Secretary, Counsel. 
| 


R. President, General Manager, Director.| Vice President, Director. 





This interrelationship is further heightened by the fact that the land, build- 
ings, structures, and plant facilities constituting Sheffield’s Houston plant are 
actually owned directly by Armco but operated by Sheffield. This is, of course, 
a quite natural arrangement where, as distinguished from mere affiliation or 
partial control, Armco is the 100% owner of Sheffield. 

To illustrate further the necessarily close interrelationship between the 
wholly owned subsidiary and the parent, the indenture under which Armco’s out- 
standing debentures are issued prohibits Sheffield, subject to the customary 
exceptions, from incurring any current or funded indebtedness except from 
Armco or another wholly owned subsidiary of Armco. Accordingly, funds 
borrowed for expansion of Sheffield’s facilities must be and have been borrowed 
by Armco for Sheffield. 

It is, therefore, impossible, and would be utterly disastrous from a business 
standpoint, if it were possible, for Armco to be unaware of or not to direct many 
of the policies and practices of Sheffield or for Sheffield not to be in accord with 
those of Armco. 

We do not interpret this Order to require any change in this business relation- 
ship between the two companies in the representation of Armco personnel on the 
Board or in the management of Sheffield, in the necessary interchange of infor- 
mation between the two companies or in that community and consistency of 
policy as between the two companies that inevitably stems from Armco’s 100% 
ownership. We do interpret the Order to mean that neither company may do, in 


combination with the other, any of the things which it is prohibited itself from 
doing. 


B. Steps taken to comply with the order 


Following the issuance of the Commission’s Order on August 10, 1951, initial 
conferences were held between E. A. Correa, Armco counsel and a Sheffield 
director, and members of Breed, Abbott & Morgan, the attorneys for Sheffield and 
Armco in this proceeding. These were followed by conferences among Mr. 
Correa, members of Breed, Abbott & Morgan, and the officers of the company. 

As a result of these conferences, Breed, Abbott & Morgan delivered an opinion 
letter to the company, dated October 15, 1951, in which it undertook to analyze and 
interpret the terms of the Order and to suggest steps to be taken to insure 
compliance. A copy of this letter is attached hereto and marked “Exhibit A.” 

Thereupon, on October 18, 1951, Mr. Correa wrote a letter to Sheffield con- 
taining further suggestions, and enclosed copies of the Order itself and of the 
Breed, Abbott & Morgan letter. This letter was addressed and delivered to 
R. L. Gray, President, with copies to C. R. Hook, Chairman, and W. W. Sebald, 
Vice Chairman. A copy of this letter is attached hereto and marked “Exhibit B.” 

Thereupon, on October 22, 1951, Mr. Gray issued instructions to J. C. Shepherd, 
Executive Vice President, with copies to J. W. Anderson, Vice President in 
Charge of Sales; J. W. Flynn, Treasurer; George E. Flanders, General Traffic 
Manager ; and L. H. Juengling, Assistant to President and Secretary, to familarize 
themselves thoroughly with the provisions of the Order and to take all steps (in- 
cluding those suggested in the letters theretofore delivered to them) to insure 
Sheffield’s compliance with the Order at all times. A copy of this memorandum is 
attached hereto and marked “Exhibit C.” 

Consistent therewith, the following instructions were then issued on October 
26, 1951 : 

1. J. W. Anderson, Vice President in Charge of Sales, to C. W. Hagenbuch, 
Assistant Vice President; R. H. Startzell, Manager, Sales; W. S. Newell, 
Assistant Manager, Sales; A. B. Egan, Manager, Sales Reinforcing Products 
Division; R. W. Davison, Manager, Sales, Hot Rolled Products Division; 
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R. V. Isham, Manager, Sales, Wire Division; L. M. Alexander, Manager, 
Sales, Bolt & Nut Division; George P. Lacy, Manager, Railroad Sales and 
Grinding Media Division; C. G. Ward, Assistant Manager, Sales Office; and 
H. I. Linn, Manager of Production. A copy thereof is attached hereto and 
marked “Exhibit D.” 

2. George E. Flanders, General Traffic Manager, to the Sheffield Traffic 
Department. A copy thereof is attached hereto and marked “Exhibit B.” 

3. J. W. Flynn, Treasurer, to R. W. Durrett, Assistant Treasurer and 

Credit Manager, and G. E. Hooper, Credit Manager. A copy thereof is at- 
tached hereto and marked “Exhibit F.” 

By means of this series of memoranda, all Sheffield personnel whose activities 
could conceivably touch upon the area of activity proscribed by the Order have 
been acquainted with it and have been given explicit instructions to assist them 
in understanding it and observing its prohibitions at all times. These instruc- 
tions are and will continue to be carried out. 

Since August 1949 and continuing to date, Sheffield has quoted and sold the 
steel products covered by the Order at prices f. o. b. the plant of manufacture. 
We understand, however, that the Order does not prohibit other methods of 
quoting and selling provided that they are “innocently and independently pur- 
sued, regularly or otherwise, with the result of promoting competition” (Para- 
graph III (3)). Sheffield will continue to make all policy decisions independently 
and without direct or indirect agreement of any kind with its competitors. 

More particularly, Sheffield independently determines, and will continue to 
determine, its own prices or any element thereof, including base prices, extras, 
deductions, loading charges, delivery charges, terms of discounts, credit or other 
conditions of sale and any methods or systems which may be employed in such 
determinations. Its internal procedure in that determination is as follows: 

(1) Cost studies on all products, together with the ancillary costs of plant 
overhead, etc., are received from each plant each month. These show the 
plant’s current cost experience and the plant profit. 

(2) The main office at Kansas City, meanwhile, determines the adminis- 
trative and sales expenses of the company, taxes, etc., which must be 
allocated and set off against the profit experiences of the various plants. 

(3) The Sales Department, consisting of the Vice President in Charge of 
Sales and the other employees to Whom Exhibit D has been distributed, then 
study the information so gathered on the one hand, and, on the other, evaluate 
economic conditions in general and the state of the market in particular, 
including the prices Sheffield’s competitors are actually receiving in the 
market and the demand for the products under study. On the basis of this 
intra-Sheffield study and evaluation, the above executives decide upon prices 
and price changes. 

(4) All such decisions are then submitted to the Executive Vice President 
for his concurrence and, if this is obtained, the price or price change is put 
into effect. 

By continuing to pursue this independent procedure and by studiously avoid- 
ing participating in or knowing contribution to any planned common course of 
action, understanding, or agreement prohibited by the Order, by the means set 
out in detail in the Exhibits to this Report, Sheffield believes that it is and will 
continue to be in full compliance. This Report is, therefore, respectfully sub- 
mitted. 

November 2, 1951. 

SHEFFIELD STEEL CorP., 
By R. L. Gray, President. 

Attorneys for Sheffield Steel Corporation : 

BREED, ABBOTT & MORGAN. 


ExHIsBit A 
BREED, ABBoTT & MORGAN, 
New York, N. Y., October 15, 1951. 
In the Matter of American Iron & Steel Institute, et al (F. T. C. Docket No. 5508). 
SHEFFIELD STEEL CorP., 
Kansas City, Mo. 
GENTLEMEN: On August 10, 1951, a cease and desist order issued by the 


Federal Trade Commission became effective against your company and numerous 
other respondents in the above-entitled proceeding. 
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By its terms, each respondent must, within 60 days after service of the order 
by the Commission, file “a report in writing, setting forth in detail the manner 
and form in which they have complied with this order.” In order to assist you 
to carry out this mandate, we propose, by means of this letter, to analyze the 
terms of the order and to suggest steps to be taken to insure compliance. 

The steel products to whose sale and distribution in interstate commerce the 
prohibitions of the order are applicable are set forth in paragraph 2 of the Find- 
ings as to the Facts which accompany the order. Of these, we understand that 
your company selis and distributes only the following : 

Alloy steel: 
Billets, blooms, slabs. 
Hot-rolled bars. 
Bars, carbon: 
Hot-rolled and small shapes. 
Reinforcing (new billet). 
Reinforcing (rail steel). 
High strength low alloy: 
Bars and small shapes. 
Plates. 
Standard structural shapes. 
Plates, structural, carbon: 
Plates. 
Standard structural shapes. 
Rails and railroad accessories: Track spikes. 
Semifinished, carbon : 
Billets, blooms, slabs—rerolling quality. 
Billets, blooms, slabs—forging quality. 
Wire rods. 
Sheets, carbon: Hot-rolled, 18 gage and heavier. 
Strip, carbon: Hot-rolled. 
Wire and related products: 
Manufacturers bright, low carbon. 
Spring, high carbon. 
Nails and staples. 
Merchant quality wire. 
Barbed wire. 
Woven fence. 
Bale ties. 


These, then, are the steel products to which the order refers in the case of 
your particular company and its express prohibitions are directed to your busi- 
ness conduct with respect to them only. 

Paragraph I of the order contains the basic prohibitions. Subsequent para- 
graphs are supplementary. These paragraphs and their subparagraphs are dis- 
cussed separately below : 


PARAGRAPH I 


Seven separate types of prohibited activities are listed in subparagraphs to 
this paragraph. But, each is expressly qualified by the preamble in the fore- 
part of the paragraph and must, in each case, be read together with that 
preamble. 

Preamble: Sheffield is ordered “in, or in connection with, the offering for sale, 
sale, and distribution in interstate commerce of the steel products” listed earlier 
in this letter, to— 

“Forthwith cease and desist from entering into any planned common course 
of action, understanding, or agreement between any two or more of said respond- 
ents, or between any one or more of said respondents and others not parties 
hereto, and from cooperating in, carrying out, or continuing any such planned 
common course of action, understanding, or agreement, to do or perform any of 
the following things :” 

Interpretation.—This preamble is predicated on conspiracy and concert of 
action. Hence, the seven types of activities listed in paragraph I are pro- 
hibited in that context, i. e., when engaged in pursuant to “any planned com- 
mon course of action, understanding, or agreement.” The prohibitions of this 
paragraph do not apply to the completely independent conduct by Sheffield 
of such of the list activities as could be decided upon and done individually and 
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independently of all others whether respondents or third parties. (In this con- 
nection, however, note the discussion of par. II below.) 

The meaning of the term “understanding or agreement” is generally com- 
prehended. It applies to the verbal as well as the written. 

The Federal Trade Commission’s construction of the term “planned common 
course of action” is as interpreted judicially in the Cement and Chain & Cable 
cases (see par. III (2) of the order). In the latter case, the Federal circuit 
court construed the phrase, as used in a Federal Trade Commission order, to 
mean that “only cooperative or concerted action” was intended to be condemned. 
The court said (139 F. (2d) 623) : 

“But, there can be no doubt that to sustain a charge of violation of the order 
in this case it must be shown that the prohibited acts have been performed as 
the result of an agreement or conspiracy, or as the result of a common course 
ef action, that has been agreed upon or planned between two or more persons.” 

This view was endorsed by the United States Supreme Court in the Cement 
ease in the following language (333 U. S. 683, 728) : 

“It seems quite clear to us what the phrase means. It is merely an emphatic 
statement that the Commission is prohibiting concerted action—planned concerted 
action. The Commission chose a phrase perhaps more readily understood by 
businessmen than the accompanying legal words of like import.” 

Accordingly, the phrase has about the same meaning as “understanding” or 
“agreement” and one basic ingredient is common to all, a meeting of the minds 
or agreement on the action taken. None of the phrases reaches an independent, 
unplanned and coincidental parallelism of action. 

It is most important for you to understand that the prohibited planned common 
course of action, understanding, or agreement may be either (1) between Shef- 
field and one or more respondents, or (2) between Sheffield and others not parties 
to the proceeding. The effect of the latter is to extend the coverage of the order to 
all agreements with third parties (whether or not they are respondents in the 
proceeding) to do any of the listed things. 

However, in construing and applying any such all-encompassing prohibition, the 
legalistic and technical meaning of the words must be tempered with common- 
sense. Obviously, for instance, Sheffield will continue regularly to supply its 
customers with its own price lists and will reach agreements with them with 
respect to prices and terms and conditions of sale. 

Just as obviously, there may continue the normal and necessary interrela- 
tionship between Sheffield and its parent corporation, the respondent Armco 
Steel Corp. By necessary token of 100 percent Armco ownership, there must 
continue to be a community of personnel and policy. Messrs. Hook, Sebald, and 
Gray are directors of both corporations while Messrs. Ingwersen, Tullis, and 
Correa are officers of Armco and directors of Sheffield. Thus, the activities and 
policies of Sheffield’s management not only are necessarily known to Sheffield’s 
100-percent stockholder, Armco, but are in large part directed by Armco. 

The order, in our judgment, seeks neither to disturb these obvious and normal 
Sheffield relationships with its customers nor with its parent corporation, 
Armco. But it does, by reason of its extension to respondents and nonrespond- 
ents alike, seek to cover all agreements between Sheffield and others designed to 
suppress competition in the steel industry in a manner oppressive to the public 
interest. Accordingly, all Sheffield relationships with others should be con- 
stantly scrutinized by your management against the backdrop of the seven sub- 
paragraphs of paragraph I. 


Subparagraph (1) 


“Adopting, establishing, fixing, or maintaining prices or any element thereof at 
which steel products shall be quoted or sold, including but not limited to base 
prices, the extras which shall be added to, or the deductions which shall be made 
from, any base price for any specified characteristic, or loading charge or delivery 
charge or terms of discount, credit, or other conditions of sale.” 

Interpretation.—Remember that this applies to concert of action with others 
to adopt, establish, fix, or maintain prices or any element thereof. Its principal 
impact is on your consulting or cooperating in any way with your competitors in 
arriving at base prices, extras, deductions, loading and delivery charges, terms 
of discount, credit, or other conditions of sale. 

We believe that in order to stay in compliance with this prohibition, all Shef- 
field personnel who may at any time have occasion to come in contact with your 
competitors should be carefully briefed again, as they have been in the past, not to 
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discuss prices or any elements of price with competitors. Such briefing should 
cover all officers of the company and appropriate personnel of your sales, credit, 
and traffic departments. 

In addition to this continuing rule of conduct for all Sheffield personnel, you 
should continue your present independent procedure for determining all Sheffield 
prices. That procedure is as follows: 

(1) Cost studies on all products together with the ancillary costs of plant 
overhead, etc., are received from each plant each month. These show the 
plant’s current cost experience and the plant profit. 

(2) The main office at Kansas City meanwhile determines the adminis- 
trative and sales expenses of the company, taxes, etc., which must be allo- 
eated and set off against the profit experiences of the various plants. 

(3) The sales department, consisting of the vice president in charge of 
sales, the manager and assistant manager of sales and the respective divi- 
sion sales managers then study the information so gathered on the one 
hand, and, on the other, evaluate economic conditions in general and the 
state of the market in particular, including the prices Sheffield’s competitors 
are receiving in the market and the demand for the products under study. 
On the basis of this intra-Sheffield study and evaluation, the above executives 
decide upon prices and price changes. 

(4) All such decisions are then submitted to the executive vice president 
for his concurrence and, if this is obtained, the price or price change is put 
into effect. 

The prices thus independently determined are, of course, subject today to 
Government controls and must not exceed the ceilings promulgated from time 
to time by the Office of Price Stabilization. 

Subparagraph (2) 

“Collecting, compiling, circulating, or exchanging between or among _ re- 
spondents, or any of them, a list or lists of base prices or of prices by any 
other designation, or extra charges thereto or deductions therefrom for any 
specified characteristic or quantity of steel products or services connected there- 
with used or to be used in computing prices or price quotations of steel products; 
or using, directly or indirectly, as a factor in computing price quotations or 
in making, quoting, or charging prices any such list or lists so collected, compiled, 
circulated, or exchanged.” 

Interpretation.—Remember that this applies to concert of action with others 
to collect, compile, etc. You may not directly with the other respondents, or 
indirectly through arrangement with a central agency such as the American 
Iron & Steel Institute or other third party organization, collect, compile, circu- 
late, or exchange price lists including lists of extras and deductions to be used 
in computing prices or price quotations. You may not use any such jointly 
sponsored compilations or exchanges in pricing your products. 

This prohibition, to be intelligently understood, must, we believe, be read 
in the light of the result the Commission seeks to prevent. Various industries 
have from time to time resorted to open price filing plans and the collection 
and speedy dissemination of competitors’ price information. These the courts 
have found illegal where the effect has been to fix or stabilize prices and price 
levels in the industry and to suppress competition. We believe the Commis- 
sion seeks to prevent the respondents in this proceeding from arranging any 
such plans, directly or indirectly, for fear of the result which has been found 
in some cases in certain other industries. 

The effect of the prohibition, therefore, is to require Sheffield to so police 
its own actions in the field of collecting price information as to prevent even 
an inference of agreement with others to pool price information. 

It does not, however, in our judgment, commit Sheffield to an ivory tower 
in which it must remain aloof and oblivious to the very market intelligence 
which it must have to compete aggressively and effectively. Vigorous inde- 
pendent investigation of market prices is now even more necessary. 

We understand that your district offices have for some time been under 
instructions from the vice president in charge of sales to pick up all possible 
information from Sheffield customers and other normal trade sources on prices 
being received by Sheffield’s competitors in the market. We recommend that 
these instructions be renewed. As in the past, so now your sales force should 
avoid collecting pricelists and price information from your competitors. But 
it should redouble its efforts to keep abreast of the competitive market by 
securing market information from Sheffield customers who are solicited by your 
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competitors and from the other lawful sources of market intelligence in the 
trade. Not only is this indispensable from a business standpoint but the 
information of the actual market collected in this manner by and for Sheffield 
itself is of great legal importance under the Robinson-Patman Act. 

Obversely, care must be taken not to supply Sheffield pricelists to your com- 
petitors or under any pooling arrangement with others. Sales offices should 
continue to be so instructed. Pricelists should not be supplied to any trade 
association or statistical agency. 

But, again, this does not mean that Sheffield may not issue pricelists and 
disseminate them. Of course, you may continue to supply your customers or 
potential customers with the lists and information they need to buy from 
you. Of course, you may, from time to time, issue general press releases to 
the public on price changes just as on operating news of the company. When 
reporters seek information, their requests may be answered in your discre- 
tion. What should be avoided is the entering into of any planned common 
course of action with any organization voluntarily to supply Sheffield pricelists 
for purposes of compilation along with the pricelists of your competitors. 

The foregoing do’s and don’ts apply equally to your parent corporation, Armco. 
Neither singly nor together should Armco and Sheffield enter into any arrange- 
ments with others for the compilation or exchanging of pricelists. The order, 
however, does not, in our judgment, seek the impossible—does not seek to prevent 
Armco from having direct knowledge of Sheffield’s prices and operations or vice 
versa. Such knowledge is implicit in the very nature of parent and wholly 
owned subsidiary and the legal question to be raised is not as to existence of that 
knowledge but as to the uses to which that knowledge is put. We believe that 
the order is complied with in this respect if Armco and Sheffield, treated as one 
for this particular purpose (since their operations complement each other under 
the single ownership of Armco), do not arrange with others for any of the price 
statistical activities prohibited by this subparagraph. 

Subparagraph (3) 


“Collecting, compiling, circulating, or exchanging between or among respond- 
ents, or any of them, » jist or iists of freight rate factors, transportation charges 
or other charges relating to transportation or loading or other services connected 
therewith, used or to be used in computing prices or price quotations of steel 
products, or using, directly or indirectly as a factor in computing price quotations 
any such list or lists so collected, compiled, circulated, or exchanged.” 

Interpretation.—Remember that this applies to concert of action with others to 
compile freight rates. This subparagraph is directed primarily at the freight 
rate books formerly issued by the respondent American Iron & Steel Institute. 
The last of these was discontinued on June 15, 1950, the date of widespread rail- 
road tariff changes which rendered all the institute books out of date and 
obsolete. 

The prohibition, however, precludes the future issuance by the respondents, or 
any of them, pursuant to agreement, of any such books or lists of freight rate 
factors to be used in computing or as a factor in computing price quotations. 

We understand that Sheffield has never used the AISI books (even before they 
were discontinued and became obsolete) to compute prices but merely referred to 
them on occasion as a spot check on the independent computation of freight rates 
by Sheffield’s own traffic department from the official railroad and other tariffs. 
Now the books are obsolete and no current compilations are being received by 
Sheffield. No other books or compilations of freight rates issued by any of the 
respondents or prepared other than by Sheffield’s own traffic department are 
used by Sheffield. 

Accordingly, you are complying with this subparagraph in all respects, In 
order to insure continued compliance at all times in the future, we suggest that 
the personnel of the traffic department be instructed by the general traffic man- 
ager not to contribute in any way to the compilation of freight rates by others 
outside the Sheffield crganization whether respondents or not and not to acquire 
or use any compilations so prepared to compute or as a factor in computing price 
quotations. 


Subparagraph (4) 


“Formulating, devising, adopting, establishing, fixing, or maintaining methods 
or practices of quoting and selling steel products to railroads or other particular 
classes of customers.” 
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Interpretation—Remember that this applies to concert of action with others. 
Sheffield does and can continue to comply with this prohibition by its compliance 
with subparagraph (1), above, for a violation of subparagraph (4) would also 
be regarded as a violation of subparagraph (1). Accordingly, what has been 
said above with respect to subparagraph (1) is applicable here. Sheffield must 
continue to determine individually and without consultation with competitive 
sellers to particular classes of customers, including railroads, not only all prices 
and terms of sale but all “methods or practices of quoting and selling” to such 
classes. These should be determined within the Sheffield organization in the 
independent manner outlined under subparagraph (1) above. 


Subparagraph (5) 


“Quoting or selling steel products at prices caleulated or determined pursuant 
to, or in accordance with, any system or formula which produces identical price 
quotations or prices or delivered costs, or which establishes a fixed relationship 
among price quotations or prices or delivered costs, or which prevents purchasers 
from securing any advantage in price in dealing with one or more of the respond- 
ents as against any of the other respondents.” 

Interpretation—Remember that this applies to concert of action with others 
in using the systems or formulas described. This proceeding was, of course, 
based on the charge of alleged collusive use by the respondents of a so-called 
multipie basing point system. Sheffield has never admitted that charge. 

However, the order, consented to by Sheffield, here attempts to prevent the col- 
lusive use of systems or formulas such as the one originally charged by the Com- 
mission. In consequence, it is here vital to distinguish between Sheffield’s right 
to act individually and the prohibition against concert of action between Shef- 
field and others. 

It will be noted that there can be no situation to which this subparagraph ap- 
plies unless one or more other companies are quoting and selling pursuant to the 
same system or formula. If this concurrent use of the same system or formula is 
collusively planned or agreed to, the order is violated. This is as true of collusive 
use of one system as another. An agreement among the respondents to use an 
f. o. b. system would be quite as vulnerable under this subparagraph as an agree- 
ment to use a so-called multiple basing-point system. 

But what of concurrent use of the same system: without any collusion or plan 
whatsoever? Sheffield has the right independently to devise and employ any 
system or formula it thinks best for the marketing of its products. What, then, 
if it finds others using the same system? What, then, if others quite independ- 
ently arrive at and use the same system? 

The question is not susceptible of as precise answer in the present state of the 
law as we would prefer. But the area of answer is indicated by paragraph II 
and paragraph III (1) and (3) of the order. 

Paragraph II attempts to delineate a gray area of what may be termed 
“knowing contribution” by the individual company to an existing understanding 
and agreement prohibited by paragraph I of the order. Hence (a) if Sheffield 
knew that a system of pricing was being used by several of the respondents, or 
by a respondent and others, by agreement among them, and it were such a sys- 
tem as is prohibited in subparagraph (5) and, (b) if Sheffield despite that knowl- 
edge, proceeded to adopt the system itself and practice it in such a way as to aid 
and abet the conspiracy, its otherwise unquestioned right of individual decision 
and action would be defeated by the “knowing contribution” prohibition of para- 
graph II. 

On the other hand, Sheffield’s right of individual decision and action, as dis- 
tinguished from knowing contribution to the illegal agreements of others pro- 
hibited by this subparagraph (5), is protected by paragraph III (1) and (3). 
The Commission states that it does not infer violation of the order, including 
subparagraph (5) of paragraph I from the mere fact of uniformity of price 
among sellers at various destinations without more. And the Commission states 
that the order, including subparagraph (5), does not prevent the innovent and 
independent use, regularly or otherwise, by Sheffield of delivered pricing or 
freight absorption. Accordingly, if Sheffield were independently to decide upon 
a system of selling, the fact that it did provide for regular freight absorp- 
tion or the fact that it involved delivered pricing would not, without more, draw 
it within the prohibition of subparagraph (5) of paragraph I or the extension of 
that prohibition in paragraph IT. 

Returning to subparagraph (5), we feel that Sheffield’s continued compliance 
with its prohibitions must lie in its studious avoidance of any and all under- 
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standings and agreements with its competitors not only on individual prices 
themselves, but on all systems and formulas by which prices can be computed. 
This, plus a refusal “knowingly” to aid and abet a collusive agreement between 
others to use any such system, will constitute compliance, and we suggest that 
officers and appropriate personnel be instructed accordingly. 

Subparagraph (6) 

“Failing to quote or to sell and deliver any steel products f. o. b. at the plant 
of manufacture thereof.” 

Interpretation —Remember that this applies to concert of action in failing to 
quote or sell and deliver f. 0. b. the plant of manufacture. Since Sheffield has 
since before the date of the complaint and is presently selling the products listed 
above at prices f. o. b. the plant of manufacture, it is, of course, complying with 
the prohibition of this subparagraph since, obviously, no agreement can exist 
between Shefiield and others not to sellin this manner. As long as Sheffield con- 
tinues this present policy, no question can arise under this subparagraph. 

This is not to say, however, that the order forbids Sheffield ever to change from 
this policy to any other which it may independently conceive and execute. 
Indeed, paragraph III (3) affirmatively indicates that Sheffield may use delivered 
prices and absorb freight provided it does so innocently and independently with 
the result of promoting competition. 

The caveat lies in any failure by Sheffield in the future to quote or to sell and 
deliver on this basis which (a) stems from a planned common course of action 
understanding or agreement with others (see par. I of the order), or (b) con- 
stitutes knowingly aiding and abetting such a plan then being engaged in col- 
lusively by others in violation of paragraph I of the order (see par. II of the 
order). Accordingly, before Sheffield takes any action in the future to change 
its f. o. b. policy, it should, in addition to arriving, as it does today, at the decision 
completely independently, make certain that it knows of no unlawful agreement 
to this effect among others which its action would aid and abet. 


Subparagraph (7) 


“Causing to be done any of the things described in the preceding subparagraphs 
(1) through (6) through action of respondent American Iron and Steel Institute 
or any subdivision or committee of said institute or any individual, or other cor- 
poration or organization.” 

Interpretation.—This subparagraph is merely designed to prevent the doing 
indirectly of anything that is directly prohibited by subparagraphs (1) through 
(6). Again, it applies to concert of action between Sheffield and others to 
engage in such indirection. 

The American Iron & Steel Institute, its subdivisions and committees are 
singled out expressly because the institute is a respondent in this proceeding 
and was alleged in the complaint to be the medium through which various activ- 
ities were conducted by the manufacturing respondents. The scope of the sub- 
paragraphs, however, is not limited to the institute. It applies to “any indi- 
vidual or other corporation or organization” whether or not a party to this 
proceeding. Accordingly, your executives should be reminded that it would be 
quite as much a violation of the order to arrange with others to use the institute 
or any other medium as it would be to act among themselves to conduct any of 
the activities prohibited by subparagraphs (1) through (6). 


PARAGRAPH II 


“It is further ordered that each of the respondents do forthwith cease and 
desist from acting, individually or otherwise, so as knowingly to contribute to 
the maintenance or operation of any planned common course of action, under- 
standing or agreement between-and among any 2 or more of the respondents er 
between any 1 or more of them and others not parties hereto through the com- 
mission of any of the acts, practices or things prohibited by subparagraphs (1) 
through (6) of paragraph I of this order.” 

This paragraph has already been discussed in some detail in connection with 
the subparagraphs of paragraph I. Whereas paragraph I is couched purely 
in terms of planned concerted action agreed to between the participants, this 
paragraph, in somewhat imprecise language, seeks to proscribe certain indi- 
vidual and independent actions of the respondents where they know that their 


action contributes to the maintenance or operation of an agreement between 
others in violation of paragraph I. 
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It should be stressed that the word “knowingly” means exactly what it says 
and that in order to show a violation the Commission would be required to 
prove that any action taken by Sheffield was taken with knowledge of the exist- 
oie of and contribution to an agreed course of action by others violating the 
order. 

This paragraph does not, however, prohibit independent marketing action by 
Sheffield as witness paragraph III (1) and (3) and the basic right of Sheffield 
to determine its own policies. It merely argues for the same careful and inde- 
pendent consideration which is already being given within the company to all 
decisions aifected by the orde.. 


PARAGRAPH III 


This paragraph is designed to throw light upon the interpretation and con- 
struction of the first two paragraphs of the order. As such, we have had its 
subparagraphs in mind and have referred to several of them in connection with 
the foregoing interpretations. 

Subparagraph (1) states the proposition that the mere fact, taken by itself, that 
the prices or terms or conditions of sale quoted by Sheffield should turn out to be 
the same as those quoted by its competitors, is not proof of a violation of the 
order. However, any fact tending to prove that such similarity of price or 
terms is the result of collusion may be added to that similarity and the com- 
bination of the two might prove a violation. Accordingly, where such similarity 
exists, it is important that there be an absence of surrounding evidence of 
collusion. 

Subparagraph (2) has been referred to in connection with our discussion of 
the meaning of the preamble in paragraph I of the order. 

Subparagraph (3) has already been referred to. Nothing in the order pre- 
vents Sheffield from innocently and independently pursuing a delivered pricing 
method of distribution or absorbing freight regularly or otherwise in good faith 
to meet and promote competition. 

Subparagraph (4) merely establishes that the findings as to the facts and 
conclusion which precede the order are the only such documents in the pro- 
ceeding and are complete. 

Subparagraph (5) merely restates the law with respect to the reopening of 
this proceeding in the future upon changed conditions of fact or law. 

We have noted at the start of this letter that a report of compliance is required 
under paragraph IV of the order. This report must set forth in detail the 
manner and form in which Sheffield has complied with the order. 

We suggest, therefore, that copies of this opinion letter, together with copies 
of the order, be distributed to the officers and other key personnel of the com- 
pany with instructions that they respectively guide their future activities by the 
interpretations herein expressed. We further suggest that this action be imple- 
mented by: 

1. A letter from Mr. Correa to Mr. Gray with copies to all officers and key 
personnel augmenting this opinion letter with such advice and instruction 
as may be advisable in view of the internal organization of the company. 

2. A memorandum from Mr. Gray, president, to Mr. Shepherd, executive 
vice president and other officers and key personnel instructing them to 
familiarize themselves with and carry out the instructions contained in this 
letter and in Mr. Correa’s letter. 

3. A memorandum from Mr. Anderson, vice president in charge of sales, 
to all sales managers and other key personnel containing specific instruc- 
tions to the sales organization with respect to the conduct of all sales per- 
sonnel insofar as their activities may bear upon the subject matter of the 
order. 

4. Amemorandum from Mr. Flanders, general traffic manager, to the traffic 
department, cortaining instructicns with respect to the independent com- 
putation, of all of Sheffield’s freight rates and the nonuse of and non- 
contribution to third party freight rate compilations. 

5. A memorandum from Mr. Flynn, treasurer, to the assistant treasurer 
and the credit manager containing instructions with respect to Sheffield’s 

independent determination of all discounts and terms of sale to be granted 
various customers. 
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When the foregoing action has been taken, we then suggest that the report 
of compliance be prepared in such a way as to summarize such action with ap- 
propriate comment and description and that copies of the various papers involved 
be attached to the report as exhibits. 

Sincerely yours, 


BREED, AnBott & MORGAN. 


(XHIBIT B 
Re In the Matter of American Iron & Steel Institute, et al. (FTC docket No. 5508) 


ARMCO STEET CorP., 


Middletown, Ohio, October 18, 1951. 
Mr. R. L. Gray, 


President, Sheffield Steel Corp., 
Kansas City, Mo. 


Drak Mr. Gray: You are familiar with the cease and desist order of the Fed- 
eral Trade Commission in the above-entitled proceeding which was issued on 
August 10, 1951, and which was served on Sheffield as one of the respondents on 
August 18, 1951. I have received a copy of an opinion letter from Breed, Abbott 
& Morgan to Sheffield, dated October 15, 1951, in which the various paragraphs 
and subparagraphs of the order have been analyzed and interpreted for the 
guidance of the company and various suggestions made with respect to steps to 
be taken in order to comply with the order. 

Armco, as you know, was served with the same order and has been furnished 
by Breed, Abbott & Morgan with a similar opinion letter. 

You will note that we must file compliance reports with the Commission 
within 60 days after service of the order upon us, or (with the extension here- 
tofore granted by the Commission) on or before November 9, 1951. 

To this end, I suggest that you furnish Messrs. Shepherd, Anderson, Flynn, 
Flanders, and Juergling with copies of the order and Breed, Abbott & Morgan’s 
opinion letter and instruct them to familiarize themselves thoroughly with their 
contents and immediately take all necessary steps within their respective depart- 
ments to insure continued compliance with the order by Sheffield. This action 
should be accomplished through conferences with appropriate personnel in each 
department and through the issuance of written instructions as guides to all 
relations with competitors and other organizations which come within the scope 
of the order. 

At this time, Armco is taking similar action to comply with this order and I 
enclose drafts of the various memorandums which will be distributed to Armco 
personnel as a guide for similar memorandums by Sheffield executives. I have 
discussed this with Mr. Hook and Mr. Sebald and it is their desire that Sheffield’s 
report of compliance and internal memorandums in connection therewith be 
patterned as closely as possible on Armco’s papers. 

On the basis of the foregoing action, it is planned to submit reports of com- 
pliance on behalf of Armco and Sheffield to the Commission prior to November 9, 
1951, and we, therefore, urge immediate attention to the matter. 

I shall be glad to discuss with anyone any questions regarding the order and 
Sheffield’s compliance therewith. 

Sincerely yours, 


BP. A. Correa, Counsel. 


ExuHIsit © 
SHEFFIELD STEEL Corp., 
Kansas City, Mo., October 22, 1951. 

To: J.C. Shepherd, executive vice president, 
From: R. L. Gray, president. 
Re In the Matter of American Tron & Steel Institute, et al. (FTC docket No. 5508) 

Enclosed is a copy of Mr. Correa’s letter, dated October 18,1951. Also enclosed 
are copies of the Federal Trade Commission order, the opinion letter from Breed, 
Abbott & Morgan, dated October 15, 1951, and drafts of Armco’s proposed com- 
pliance papers. It is and will continue to be the policy of this company to comply 
with this order in all respects and, to that end, you are hereby instructed to take 
all steps necessary (including those suggested in the papers referred to) to insure 
compliance at all times. 


R. L. Gray, President. 
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ExHIBIT D 
SHEFFIELD STEEL CoRP., 
Kansas City, Mo., October 26, 1951. 
To: O. W. Hagenbuch, assistant vice president. 
. H. Startzell, manager, sales. 
. S. Newell, assistant manager, sales. 
.B. Egan, manager, sales, reinforcing products division. 
. W. Davison, manager, sales, hot-rolled products division. 
R. V. Isham, manager, sales, wire division. 
L. M. Alexander, manager, sales, bolt and nut division. 
George P. Lacy, manager, railroad sales and grinding media division. 
©. G. Ward, assistant manager, sales office. 
H. I. Linn, manager of production. 
From: J. W. Anderson, vice president in charge of sales. 
Re compliance with Federal Trade Commission, order. 


Sheffield, without admitting the validity of the charges or findings made and in 
order to put an end to a litigation of many years potential duration, has con- 
sented to the settlement of a proceeding brought by the Federal Trade Com- 
mission against the American Iron & Steel Institute and substantially all of 
the steel manufacturers in the United States. Accordingly, the company is 
now subject to a cease-and-desist order issued by the Commission which, in 
substance, prohibits any planned common course of action, understanding, or 
agreement between Sheffield and others, whether parties to this proceeding or 
not, to engage in certain activities listed in the order. 

The following policies governing the activities of the sales department of this 
company have been in effect for some time and are already known to and prac- 
ticed by you, but they are here set forth in detail as a reminder and are to be 
adhered to at all times: 

1. You must not, directly or indirectly, discuss prices (past, present, or 
future), sales or shipments, methods or systems of pricing, terms or conditions 
of sale with representatives of our competitors. This applies not only to Shef- 
field’s prices but to those of Sheffield’s competitors. 

2. You must not obtain or attempt to obtain price lists or any data concern- 
ing the pricing methods, terms or conditions of sale of any of our competitors 
from those competitors. You must, however, make every effort to learn from 
our customers and other normal sources in the trade what our competition 
is doing at all times in your market. To maintain our trade position, it is 
imperative that Sheffield have this information and every effort must be made 
to obtain it, provided that it is not obtained from our competitors themselves, 
either directly or indirectly, through some arrangement with those competitors. 

8. You must not supply Sheffield’s price lists to any of our competitors or 
make any arrangements indirectly through third parties to do so. You remain 
free, however, to supply such lists to all of our customers and potential cus- 
tomers. If you receive requests for Sheffield’s price lists from third parties 
who are neither customers nor potential customers, the request should be cleared 
with the vice president in charge of sales before it is complied with. 

4. You must make no arrangements whatsoever with our competitors, directly 
or through the medium of third parties, to collect or compile for Sheffield lists 
of our competitors’ prices. All data with respect to such prices will be obtained 
in the manner outlined in rule No. 2 above and, thereafter, used wholly within 
the company. 

5. You must make no arrangements of any kind with our competitors, either 
directly or indirectly, regarding prices (past, present, and future), sales or 
shipments, methods or systems of pricing or terms or conditions of sale. 

6. It must be recognized that certain of our competitors make bona fide 
purchases of Sheffield products which they do not themselves make or which 
they find it advantageous, because of geographical reasons or unusual circum- 
stances, to buy from us. In such cases, we must, of necessity, supply such 
prospective buyers with price information and to the extent that giving such 
information is a natural and requisite incident of a bona fide inquiry or a bona 
fide transaction, an exception to the foregoing instructions may be made. You 
must, however, keep in mind that, aside from this exception in bona fide cases, 
our relations with our competitors are to be governed by paragraphs 1 through 
5 above. 
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You are hereby instructed to advise all personnel under your supervision of 
the foregoing instructions and the necessity of adhering to them at all times. 


J. W. ANDERSON, 
Vice President in Charge of Sales. 


ExHisit BH 
SHEFFIELD STEEL CorP., 
Kansas City, Mo., October 26, 1954. 
To: Traffic department. 
From: G. E. Flanders, general traffic manager. 
Re compliance with Federal Trade Commission order. 


Sheffield, without admitting the validity of the charges or findings made and, 
in order to put an end to a potential litigation of many years’ duration, has con- 
sented to the settlemert of a proceeding brought by the Federal Trade Commis- 
sion against the American Iron & Steel Institute and substantially all of the 
steel manufacturers in the United States. Accordingly, the company is now 
subject to a cease-and-desist order issued by the Commission which, in substance, 
prohibits any planned common course of action, understanding, or agreement 
between Sheffield and others, whether parties to this proceeding or not, to engage 
in certain activities listed in the order. 

Your particular attention is called to that part of the order which deals with 
the use of freight-rate factors and transportation or loading charges in com- 
puting prices or price quotations. Paragraph I of the order prohibits Sheffield 
from entering into any planned common course of action, understanding, or agree- 
ment with third parties, whether or not they are respondents in this particular 
case, to accomplish the following: 

“(3) Collecting, compiling, circulating, or exchanging between or among re- 
spondents, or any of them, a list or lists of freight-rate factors, transportation 
charges, or other charges relating to transportation or loading, or other services 
connected therewith, used or to be used in computing prices or price quotations 
of steel products, or using, directly or indirectly, as a factor in computing price 
quotations, any such list or lists so collected, compiled, circulated, or exchanged.” 

This prohibition is directed at the former practice of the respondent American 
Iron & Steel Institute of compiling and issuing freight-rate books to its members. 
This practice was discontinued by the institute on June 15, 1950, and no such 
books have been received since that date. As a result, the books received in 
earlier years have become out of date and obsolete. Accordingly, they are not 
and will not be used by this department to compute prices. 

Aside from freight-rate books issued by the American Iron & Steel Institute, 
however, the above-quoted prohibition prevents Sheffield’s participation in the 
compilation of such books or lists for such purposes by any third parties, whether 
or not they are respondents in this case. It has been, and, therefore, will continue 
to be Sheflield’s policy to compile and compute freight rates within its own 
traffic department from published tariffs filed with the appropriate regulatory 
bodies. 

You are, therefore, instructed to observe the following rules: 

1. All compilation and computation of freight-rate factors, transportation 
charges, or other charges relating to transportation or loading, or other like 
services for use by Sheffield shall be done by the personnel of the traffic depart- 
ment without consultation with any of Sheflield’s competitors and without 
arrangements with third parties for the use by our department of compilations 
being used by Sheffield’s competitors. 

2. You must not contribute to any compilation or collection of freight rates 
by Sheffield’s competitors or by others for use by Sheffield’s competitors in 
computing prices or price quotations. 

8. You must not obtain or attempt to obtain any such compilations prepared 
by Sheffield’s competitors or by others for use by Sheffield’s competitors in 
computing prices or price quotations. 

G. E. FLANDERS, 
General Traffic Manager. 
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Exuisit F 
SHEFFIELD STEEL Corp., 
Kansas City, Mo., October 26, 1951. 
To: R. W. Durrett, assistant treasurer and credit manager. 
G. E. Hooper, credit manager. 
From: J. W. Flynn, treasurer. 
Re Compliance with Federal Trade Commission order. 


Sheffield, without admitting the validity of the charges or findings made, and in 
order to put an end to a potential litigation of many years’ duration, has con- 
sented to the settlement of a proceeding brought by the Federal Trade Commis- 
sion against the American Iron & Steel Institute and substantially all of the 
steel manufacturers in the United States. Accordingly, the company is now sub- 
ject to a cease-and-desist order issued by the Commission which, in substance, 
prohibits any planned common course of action, understanding, or agreement 
between Sheffield and others, whether parties to this proceeding or not, to engage 
in certain activities listed in the order. 

Your particular attention is called to the fact that this order prohibits Shef- 
field from entering into any planned common course of action, understanding, 
or agreement with others, whether or not they are respondents in this case, to 
accomplish the following : 

“Adopting, establishing, fixing, or maintaining prices or any element thereof 
at which steel products shall be quoted or sold, including but not limited to 
base prices, the extras which shall be added to, or the deductions which shal 
be made from, any base price for any specified characteristic, or loading charge 
or delivery charge, or terms of discount, credit, or other conditions of saJe” 

In order to insure continued compliance with this prohibition, you are hereby 
requested to instruct all credit personnel that under no circumstances are they 
to agree with Sheffield’s competitors, directly or indirectly, on terms of discount, 
credit, or other conditions of sale to be given or not to be given to any of Shef- 
field’s customers or potential customers. Such terms will continue to be deter- 
mined independently by Sheffield and must not be the result of any understanding 
or agreement with others for the use of the same or similar terms by Sheffield’s 
competitors. 


J. W. FLYNN, Treasurer. 


ARMCO STEEL CorpP., 
Middletown, Ohio, July 22, 1955. 
Re American Iron & Steel Institute et al., docket 5508 (48 F. T. C. 123). 
Mr. P. B. MOREHOUSE, 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D.C. 

DEAR Mr. MOREHOUSE: We are writing in response to your identical letters to 
Armco Steel Corp. and Sheffield Steel Corp., both dated June 27, 1955. 

Sheffield Steel Corp., formerly a wholly owned subsidiary of Armco, was dis- 
solved, and its business has been carried on as a division of Armco. 

We had hoped to complete and transmit, within the 30 days you requested, a 
single report in response to both your letters. We find, however, that, owing 
to the current vacation season, coupled with unusual pressure on our sales per- 
sonnel, it has not been possible to complete the work within the requested time. 

We propose to send the report as soon as it can be completed, which we expect 
should be within 30 days or so. If a formal extension of time is required, we 
request an extension to the end of August. 

Very truly yours, 
BE. A. CORREA. 


ARMCO STEEL CoRP., 
Middletown, Ohio, August 22, 1955. 
Re American Iron & Steel Institute et al., docket No. 5508 (48 F. T. C. 123) 
FEDERAL TRADE COMMISSION, 
Washington, D. C. 
Dear Srrs: We refer to your letters of June 27, 1955, to us (Armco) and to 
Sheffield Steel Corp. (Sheffield) requesting information showing the manner in 


which Armco and Sheffield are complying with the order issued by you August 
10, 1951. 
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At the time of the issue of the order, Sheffield Steel Corp. was a wholly owned 
subsidiary of Armco. At the close of business, June 30, 1954, Sheffield was dis- 
solved and, in complete liquidation of Sheffield, all its property and assets were 
transferred to Armco upon surrender of all outstanding shares of stock of 
Sheffield and the assumption by Armco of all liabilities and obligations of 
Sheffield. From the opening of business, July 1, 1954, the business theretofore 
conducted by Sheffield has been carried on as the Sheffield Steel division of 
Armco, 

As Sheffield is no longer a separate corporate entity and Armco has succeeded 
to its business, this letter is in reply to your letters of June 27, 1955, to Armco 
and Sheffield and, unless otherwise expressly stated, Armco, as hereinafter used, 
includes the Sheffield Steel division. 

Except as hereinbelow stated, the current practices of Armco with respect 
to offering for sale, sale and distribution of the steel products (the products) 
listed in paragraph II of the findings as to facts issued by you June 15, 1951, and 
served upon Armco and Shefiield August 13, 1951, continue the same as reported 
to you in the reports of compliance of Armco and Sheffield dated November 2, 
1951. Answering specifically your letters of June 27, 1955, we advise as follows, 
the numbers of the answers being keyed to the numbers of the questions: 

1. Yes. 

2. Armco does not quote at delivered prices but in isolated instances sells at 
a delivered price, upon the demand of the customer, to meet a sale on a delivered- 
price basis by a competitor. 

3. In the isolated instances in which Armco sells at delivered prices, Armco 
will and does make a competitive adjustment, when it is determined from the 
buyer that he can obtain a lower delivered price from a competitor. In such 
a case, Armco may elect to meet or partly meet such lower delivered price by 
making a competitive adjustment to the extent necessary to obtain the business, 

4. Armco makes competitive adjustments to the extent and on such of the 
products as Armco may deem desirable and necessary to meet or partly meet 
a lower delivered cost of such products to the buyer if purchased from a com- 
petitor. Such adjustments are made only (a) if Armco desires the business, 
(b) the sale could not be made unless such adjustment is allowed and (c) satis- 
factory evidence has been obtained from the buyer that the cost to him, if pur- 
chased from a competitor, is lower than the cost to him (including transportation) 
if purchased from Armco f. o. b. mill. 

5. Armco does not use freicht-rate factors. Submitted under separate cover 
in duplicate and marked “Exhibits A-FR and S-FR,” respectively, are booklets 
of freight rates for the products produced and sold by Armco compiled solely 
by the traffic departments of Armco and Sheffield or the Sheffield division of 
Armco from published tariffs. 

6. Submitted under separate cover in duplicate and marked “Exhibits A-PB, 
S-PB-1, S-PB-2, and S—PB-3” are copies of Armco’s lists of price bases and 
extras (including deductions, if any) for the products showing changes in price 
since the date of the order. 

7. Armco does not use any special methods or practices in quoting and selling 
to railroads or other classes of customers. 

8. No. 

9. Attached hereto in duplicate and marked “Exhibits A-CS and S—-CS” isa 
copy of standard Conditions of Sale for customers of Armco and the Sheffield 
division of Armco, respectively. 

10. Each salesman is provided with price books for the products for which 
he is actively engaged in soliciting orders. Instructions on methods of quoting, 
conditions of sale, price bases, extras, and discounts are contained in the price 
books or in instruction manuals sent to sales personnel. In addition, instruc- 
tions are transmitted by letter, telegram or telephone from time to time to 
district sales managers with respect to matters not covered by the instructions 
contained in the price books and which may arise from time to time, including 
changes in price bases, extras, or discounts and the products in the sale of 
which Armco has independently decided to make competitive adjustments and 
the extent to which such competitive adjustments may be made under the cir- 
cumstances stated in answers 3 and 4 above. However, as stated in the Condi- 
tions of Sale (exhibits A-CS and S-CS), all orders are subject to acceptance 
at Armco’s home offices. 

In consequence, we believe that Armco is continuing in all respects to comply 
with the Commission’s order of August 10, 1951. 

Very truly yours, 


EB. A. CORREA. 
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Exuisir A-CS 
ARMCO STEEL Corp. 
CONDITIONS OF SALE 


1. All orders are subject to acceptance at seller’s offices at the address shown 
on the face hereof. 

2. Title to the products sold hereunder shall pass upon delivery to the carrier 
at the point of shipment. Neither buyer nor the consignee shall have the right 
to divert or reconsign such shipment to any destination other than specified in 
the bill of lading without permission of seller in any case involving a competitive 
transportation adjustment. Unless otherwise agreed seller reserves the right 
to select the mode of transportation. 

3. If buyer shall fail to comply with any provision or to make payments in 
accordance with the terms of this contract or of any other contract between 
buyer and seller, seller may at its option defer further shipments or, without 
waiving any other rights it may have, terminate this contract. All deliveries 
shall be subject to the approval of seller’s credit department. Seller reserves 
the right before making any delivery to require payment in cash or security for 
payment; and if buyer fails to comply with such requirements, seller may termi- 
nate this contract. 

4. Seller shall not be liable for failure or delay in delivery due to acts of God, 
the prior performance of Government orders, orders bearing priority rating or 
orders placed under any allocation progam (mandatory or voluntary) established 
pursuant to law, differences with workmen, local labor shortages, fire, flood or 
other casualty, governmental regulations or requirements, shortages or failure 
of raw materials, supplies, fuel, power, or transportation, breakdown of equip- 
ment or any other causes beyond seller’s reasonable control whether of similar 
or dissimilar nature than those enumerated. In no event shall seller be liable 
for any consequential damages or claims for labor resulting from failure or 
delay in delivery. 

5. Delivered prices or prices involving competitive transportation adjustments 
shall be subject to appropriate adjustment to reflect changes in transportation 
charges. 

6. Claims by buyer must be made promptly upon receipt of shipments and 
seller given an opportunity to investigate. Seller shall incur no liability for 
damage, shortages, or other cause alleged to have occurred or existed at or prior 
to delivery to the carrier unless buyer shall have entered full details thereof on 
its receipt to the carrier. 

7. There are no understandings, terms or conditions not fully expressed herein. 
There is no implied warranty or condition except an implied warranty of title 
to, and freedom from encumbrance of, the products sold hereunder, and in 
respect of products bought by description that they are of merchantable quality. 
Seller’s liability hereunder shall be limited to the obligation to replace products 
proven to have been defective in quality or workmanship at the time of delivery, 
or allow credit therefor at its option. In no event shall seller be liable for conse- 
quential damages or for claims for labor. 

8. The products sold hereunder shall be subject to seller’s standard manufacur- 
ing variations, tolerances and classifications. 

9. Seller shall not be responsible for the results of any technical advice in con- 
nection with the design, installation, or use of the products sold hereunder. 

10. Any tax imposed in respect of the sale of the products sold hereunder shall 
be added to and paid as part of the purchase price. 

11. Buyer may terminate this contract in whole or in part upon notice in writ- 
ingtoseller. Seller shall thereupon, as directed, cease work and transfer to buyer 
title to all completed and partially completed products and to any raw materials 
or supplies acquired by seller especially for the purpose of performing this con- 
tract and buyer shall pay seller as follows: (1) The contract price for all products 
which have been completed prior to termination; (2) the cost to seller of the ma- 
terial or work in process as shown on the books of seller in accordance with the 
accounting practice consistently maintained by seller plus a reasonable profit 
thereon, but in no event more than the contract price; (3) the cost f. o. b. seller’s 
plant of materials and supplies acquired especially for the purpose of perform- 
ing this contract; and (4) reasonable cancellation charges, if any, paid by seller 
on account of commitments made hereunder. The provisions of this paragraph 
shall be without prejudice to the rights of either party for failure on the part of 
the other party to comply with the provisions of this contract. 
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12. If this contract is made in compliance with any governmental rule or 
regulation, plan, order or other directive, upon the termination thereof seller shall 
have the option of canceling this contract in whole or in part. 

18. It is understood that, unless the buyer is an established jobber, wholesaler 
or retailer of iron and steel products, the products sold hereunder are for the 
buyer’s own use. If such products are not to be used by the buyer, the buyer 
shall first offer the same to the seller at the aggregate cost thereof to the buyer. 
In the event of a breach of this condition or of any similar condition in any 
contract heretofore or hereafter made between the seller and the buyer, the seller 
shall have the right to terminate, in whole or in part, this and any other un- 
fulfilled contract with the buyer. 

14. Failure of either party to enforce any right hereunder shall not waive any 
right in respect of other or future occurrences. 


Exurisit S—-CS 
CONDITIONS OF SALE 


1. All orders are subject to acceptance at seller’s Kansas City, Mo., office. 

2. Title to the products sold hereunder shall pass upon delivery to the carrier at 
the point of shipment. Neither buyer nor the consignee shall have the right to 
divert or reconsign such shipment to any destination other than specified in the 
bill of lading without permission of seller in any case where freight rates are used 
in determining prices. Unless otherwise agreed seller reserves the right to select 
the mode of transportation. 

3. If buyer shall fail to comply with any provision or to make payments in 
accordance with the terms of this contract or of any other contract between 
buyer and seller, seller may at its option defer further shipments or, without 
waiving any other rights it may have, terminate this contract. All deliveries 
shall be subject to the approval of seller’s credit department. Seller reserves 
the right before making any delivery to require payment in cash or security for 
payment: and if buyer fails to comply with such requirement, seller may terminate 
this contract. 

4. Seller shall not be liable for failure or delay in delivery due to acts of God, 
differences with workmen, local labor shortages, fire, flood, or other casualty, 
governmental regulations or requirements, shortages or failure of raw materials, 
supplies, fuel, power, or transportation, breakdown of equipment, or any other 
causes beyond seller’s reasonable control whether of similar or dissimilar nature 
than those enumerated. In no event shall seller be liable for any consequential 
damages or claims for labor resulting from failure or delay in delivery. 

5. The price shall be adjusted up or down with any change in freight rates, 
published before shipment, where freight rates are used in determining price. 

6. Claims by buyer must be made promptly upon receipt of shipments and seller 
given an opportunity to investigate. Seller shall incur no liability for damage, 
shortages, or other cause alleged to have occurred or existed at or prior to delivery 
to the carrier unless the extent of such damage, shortages, or other cause shall 
have been entered on the receipt to the carrier. 

7. There are no understandings, terms, or conditions not fully expressed herein. 
There is no implied warranty or condition except an implied warranty of title 
to, and freedom from encumbrance of, the products sold hereunder, and in re- 
spect of products bought by description that they are of merchantable quality. 
Seller’s liability hereunder shall be limited to the obligation to replace material 
proven to have been defective in quality or workmanship at the time of delivery, 
or allow credit therefor at its option. In no event shall seller be liable for conse- 
quential damages or for claims for labor. 

8. The products sold hereunder shall be subject to seller’s standard manu- 
facturing variations, tolerances, and classification. Discounts and extras shall 
be as shown in seller’s standard lists in effect at time of shipment. Buyer’s 
inspection must be at seller’s plant, and acceptance of products by buyer’s 
inspectors shall be acceptance by buyer. 

9. Seller shall not be responsible for the results of any technical advice in 
connection with the design, installation, or use of the products sold hereunder. 

10. Any tax imposed in respect of the sale of the products sold hereunder shall 
be added to and paid as part of the purchase price. 
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11. If the buyer terminates this contract before it is fully performed by the 
seller, the seller shall have all rights and remedies provided by law, and the 
buyer shall also pay the seller: (1) The cost to seller plus a reasonable profit 
less the then value as melting scrap of al! partially completed products, and 
seller shall at buyer’s request deliver such products to the buyer, in which 
case the melting scrap value shall not be deducted: (2) the cost of unused 
raw material, and the unamortized cost of supplies machinery and equipment, 
especially acquired under this contract for the purpose of performing it; and 
(3) cancellation charges paid by seller on such raw material, supplies, machinery, 
and equipment so especially contracted for by seller but not then delivered to it. 

12. Failure of either party to enforce any right hereunder shall not waive 
any right in respect of other or future occurrences. 


UniIrep STATES OF AMERICA, BEFORE FEDERAL TRADE COMMISSION 
Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 
REPORT OF COMPLIANCE OF RESPONDENT, THE YOUNGSTOWN SHEET AND TUBE COMPANY 


Now comes the respondent, The Youngstown Sheet and Tube Company (here- 
inafter called “Youngstown”), and submits its report as to the manner and 
form in which it is complying with the Order to Cease and Desist entered 
by the Commission herein, as follows: 

(a) Youngstown offers for sale and sells, at the producing mill, each product 
produced by it, which is involved in this proceeding, at the price therefor, 
independently arrived at by Youngstown, in effect at the time of shipment. All 
transportation charges are for the account of the buyer. 

(b) Upon the request of the buyer, Youngstown will quote and sell any 
such product at a delivered price, which, in each case, is— 

(1) An amount equal to Youngstown’s mill price for the product involved, 
in effect at the time of shipment, plus actual delivery charges from the point 
of shipment to the point of delivery; or 

(2) Such lesser price as Youngstown may, in any instance, deem it ad- 
visable to accept for any such product in order to compete for desirable 
business. 

(c) Each quotation, order, and contract with respect to any such product is 
subject to acceptance and approval at the General Offices of Youngstown, in 
Youngstown, Ohio, and Youngstown reserves the option of entering any item on 
any order, or the entire order, on the mill most practical to use, at the time, for 
its production and to invoice any such item or order on the basis of the price 
therefor applying at the mill of actual production. 

(d) In, or in connection with, the offering for sale, the sale and distribution in 
interstate commerce of the steel products involved in this proceeding (herein- 
after called steel products), Youngstown has not entered into any planned 
common course of action, understanding, or arreement hetween any two or more 
of the respondents in this proceeding, or between any one or more of said re- 
spondents and others not parties to this proceeding (and, therefore, Youngstown 
is not carrying out or continuing, and it is not cooperating in, any such planned 
common course of action, understanding, or agreement), to do or perform any 
of the following things: 

(1) Adopting, establishing, fixing, or maintaining prices or any element 
thereof at which steel products shall be quoted or sold, including but not lim- 
ited to base prices, the extras which shall be added to, or the deductions 
which shall be made from, any base price for any specified characteristic, 
or loading charge or delivery charge or terms of discount, credit, or other 
conditions of sale. 

(2) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of base prices or of prices by any 
other designation, or extra charges thereto or deductions therefrom for any 
specified characteristic or quantity of steel products or services connected 
therewith used or to be used in computing prices or price quotations of steel 
products; or using, directly or indirectly, as a factor in computing price quo- 
tations or in making, quoting, or charging prices any such list or lists so 
collected, compiled, circulated, or exchanged. 
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(3) Collecting, compiling, circulating, or exchanging between or among 
respondents, or any of them, a list or lists of freight-rate factors, transpor- 
tation charges or other charges relating to transportation or loadiing or 
other services connected therewith, used or to be used in computing prices 
or price quotations of steel products, or using, directly or indirectly, as a 
factor in computing price quotations any such list or lists so collected, com- 
piled, circulated, or exchanged. a 

(4) Formulating, devising, adopting, establishing, fixing or maintaining 
methods or practices of quoting and selling steel products to railroads or other 
particular classes of customers. 

(5) Quoting or selling steel products at prices calculated or determined 
pursant to, or in accordance with, any system or formula which produces 
identical price quotations or prices or delivered costs, or which establishes 
a fixed relationship among price quotations or prices or delivered costs, or 
which prevents purchasers from securing any advantage in price in dealing 
with one or more of the respondents as against any of the other respondents. 

(6) Failing to quote or to sell and deliver any steel products f. o. b. 
at the plant of manufacture thereof. 

(7) Causing to be done any of the things described in the preceding sub- 
paragraphs (1) through (6) through action of respondent American Iron and 
Steel Institute or any subdivision or committee of said Institute or any 
individual, or other corporation or organization. 

(e) Youngstown is not acting individually or otherwise so as knowingly to 
contribute to the maintenance or operation of any planned common course of 
action, understanding or agreement between and among any two or more of 
the respondents, or between any one or more of them and others not parties to 
this proceeding, through the commission of any of the acts, practices, or things 
prohibited by subparagraphs (1) through (6) of Paragraph I of the Order to 
Cease and Desist issued by the Commission herein. 

Youngstown reserves the right to change at any time and from time to time 
any of the aforesaid policies and practices, or to adopt new policies and practices, 
provided only that the policies and practices followed or adopted by it be not 
inconsistent with the Order to Ceuse and Desist issued by the Commission 
herein or contrary to law. 

Dated at Youngstown, Ohio, this 7th day of November 1951. 


Tue YOUNGSTOWN SHEET & TuBE Co., 
By W. E. Watson, Vice President. 


THE YOUNGSTOWN SHEET & TuBE Co., 
Youngstown, Ohio, September 27, 1955. 
Re American Iron & Steel Institute et al., Docket No. 5508 (48 F. T. ©. 128). 
FEDERAL TRADE COMMISSION, 
Washington, D. C. 


GENTLEMEN: Receipt is acknowledge of your letter of June 27, 1955, with 
reference to the above matter. In accordance with your request, we submit in 
response to the questions stated in said letter the following information with 
reference to products which we produce and which were involved in the above 
proceeding : 

Question 1. Does your company quote and sell f. o. b. mill? 

Answer. Yes. 

Question 2, Does your company quote and sell at delivered prices? 

Answer. Yes, when requested by customer. 

Question 3. If you sell at delivered prices, please indicate what are the price 
variations in different localities as compared to actual freight costs. 

Answer. Delivered prices include actual full freight costs, except in instances 
wee freight charges are absorbed as indicated in the answer to question 4 

ow. 


Question 4. Does your company ever absorb freight charges and, if so, under 
what circumstances? 

Auswer. Yes, when the company deems it advisable to do so in order to meet 
competitive delivered costs to the customer from other mills more favorably 
located with respect to the particular destination. 
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Question 5. Please submit copies of lists of freight rate factors compiled or 
used by your company. 

Answer. The company has not compiled and does not use any list of freight 
rate factors. 

Question 6.. Please submit copies of your price lists for base prices, extras and 
deductions, showing all changes in price since the date of the order. 

Answer. Copies thereof are transmitted herewith. 

Question 7. Do you use any special methods or practices in quoting and sell- 
ing to railroads, or other classes of customers? 

Answer. In order to meet the competitive delivered cost to a railroad from 
a mill more favorably located with respect to the particular destination, when 
the company deems it advisable to absorb freight, relative transportation costs 
from the company’s producing mill to destination and from the competing mill 
to destination are computed with reference to the fact that cost is incurred by 
the purchasing railroad in connection with the part of the haul which is over 
the buyer’s line, and also with reference to the portion of the published “through 
rate” tariff which the company is advised is payable to carriers other than the 
buyer. 

Question 8. Do you quote or sell at prices determined in accordance with any 
formula which produces identical prices or a fixed relationship between your 
prices and your competitor’s prices? 

Answer. No. 

Question 9. Do you have any uniform conditions or terms of sale for cus- 
tomers? Please outline them. 

Answer. Yes. Copy thereof is attached hereto, marked “Exhibit A.” 

Question 10. Please describe all instructions which you give to your salesmen 
concerning prices. 

Answer. Salesmen of the company are instructed to offer each of its products 
for sale at the company’s mill base price, plus or minus its extras and deduc- 
tions, in effect at the time of shipment with transportation charges for the 
account of the buyer, subject to acceptance at the principal office of the com- 
pany in Youngstown, Ohio. In instances in which delivered prices are requested 
by customers or freight absorption is deemed advisable in order to compete for 
desirable business, salesmen may be authorized so to quote, subject to accept- 
ance of orders at said principal office. Printed price lists, extras, and deduc- 
tions (see data transmitted in response to question 6) are currently distributed 
to the company’s salesmen. 

As requested by you, we have reviewed carefully the Report of Compliance 
previously submitted by the Youngstown Sheet & Tube Co. in the above men- 
tioned proceeding and advise that we do not desire to supplement or amend that 
report in any way, except as the same may be supplemented or amended by the 
foregoing. 

Yours very truly, 


TuE YOUNGSTOWN SHEET & TUBE Co., 
By W. EB. Watson, Vice President. 


Exursir A 


CONDITIONS OF SALE AND TRADE CUSTOMS 


1. Quotations are subject to change without notice. All shipments will be 
billed at the Seller’s prices in effect at time of shipment. Transportation charges 
are for the account of the Buyer. If published rail or rail and water freight 
rates are increased or decreased prior to shipment, prices of unshipped tonnage 
which may have been ordered on a “delivered price” basis shall be increased or 
decreased accordingly. 

2. Delivery is subject to Federal and State laws and regulations, fires, strikes, 
disputes with workmen, floods, accidents, embargoes, delays in transportation, 
shortage of cars, shortage of fuel or other material, shortage of labor, and to any 
other causes beyond reasonable control of the Seller. 

3. All contracts of sale including orders, specifications and terms of payment 
are subject to approval by the Treasurer of the Seller and to acceptance in writ- 
ing by the Seller’s home office. 

4. If the Buyer fails to fulfill the terms of payment of any order between the 
Buyer and The Youngstown Sheet and Tube Company or any of its subsidiaries, 
the Seller may defer further shipments until such payments are made or may 
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cancel the order. The Seller reserves the right to require from the Buyer at any 
time satisfactory security for performance of the Buyer’s obligations under any 
order placed with the Seller, and refusal or failure to furnish such security will 
entitle the Seller to suspend shipment until such security is furnished or to can- 
cel the order or the unshipped portion thereof. 

5. Title of all material sold, and risk of its damage or loss in transit, shall re- 
main in the Seller until delivery to the consignee at the destination specified for 
shipment; and no part of the shipment shall be diverted or reconsigned without 
permission of Seller. In the event of damage or loss in transit, Buyer must give 
immediate written notice to the carrier’s agent at destination and to the Seller. 
Within 30 days after receipt of goods, the Seller must be notified of any claims 
for shortage, errors in shipment or errors in charges. 

6. All products are furnished in accordance with these “conditions of sale and 
trade customs” of the seller. The only warranty that is made by the seller is 
to replace such goods as prove defective or to allow credit therefor, when such 
goods are in the hands of the original purchaser and have been properly used 
for the purpose for which sold. The seller shall not be subject to any other or 
further liability and no claims for labor or for consequential damages will be 
allowed. The seller shall be notified promptly of any material claimed to be 
defective and such material shall be held subject to inspection by the seller. 

7. Material shall be subject to seller’s standard manufacturing variations, 
classifications and extras. All goods made to special specification shall be in- 
spected and accepted at the mill when inspection is required. Packaging and 
loading will comply with prevailing standard methods published by American 
Iron & Steel Institute and loading rules of the Association of American Railroads. 

8. Any taxes or charges which the seller may be required to pay or collect 
under any existing or future law upon or applicable to the sale, purchase, manu- 
facture, processing, transportation, delivery, storage, use, or consumption of any 
of the materials covered hereby shall be for the account of the buyer. 

9. Failure of the seller to enforce any of these conditions or to exercise any 
right accruing through the default of the buyer shall not affect or impair the 
seller’s rights in case such default continues or in case of any subsequent default 
of the buyer and such failure shall not constitute a waiver of other or future 
defaults of the buyer. 

10. No statement or recommendation made or assistance given by the seller 
or its representatives to the buyer or its representatives, in connection with the 
use of any products by the buyer, shall constitute a waiver by the seller of any 
of the provisions hereof or affect the seller’s liability, as herein defined. 

11. There are no understandings or agreements between the buyer and the 
seller relative hereto which are not fully expressed herein, and no change made 
herein shall be valid unless it is made in writing and signed by both parties. 


Unrrep States OF AMERICA BEFORE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron and Steel Institute et al. 


REPORT OF RESPONDENT INLAND STEEL COMPANY SHOWING COMPLIANCE WITH 
COMMISSION’S ORDER TO CEASE AND DESIST 


This report is made for the purpose of indicating what steps have been taken 
by the respondent Inland Steel Company to comply with the Order entered by 
the Commission on August 10, 1951, in the matter of American Iron and Steel 
Institute et al. This proceeding was initiated by the Commission by the filing 
of a complaint on August 14, 1947. Inland was among the hundred-odd pro- 
ducers of steel products, who, with American Iron and Steel Institute, were 
named as respondents. The complaint, as later amended on November 13, 1947, 
charged violations of Section 5 of the Federal Trade Commission Act. 

In due course Inland filed its answer to the complaint. It denied thon and 
denies now that it was guilty of any of the charges made in the complaint. In 
order to terminate proceedings which threatened to become an ever-increasing 
burden to the Company, however, Inland agreed on May 9, 1951, that it would 
waive its right to present evidence in support of its position and would not 
appeal from the order which it was then proposed that the Commission would 
enter on the basis of the evidence which had been offered in support of the 
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complaint. In due course, on August 10, 1951, the Commission did issue its 
Order to Cease and Desist and its Findings as to the Facts. 

Inland has made every effort to comply with the provisions of the foregoing 
Order without question or qualification. All personnel who are in a position 
where they could, whether through ignorance, inadvertence, or intent, do any of 
the things which the Order prohibits, have been furnished with a copy of the 
Order. Detailed written instructions have been issued to them by Mr. Clarence 
B. Randall, President of the Company, in which instructions an effort has been 
made to explain as clearly as possible the nature, purpose, and effect of the 
Order and the extent of its prohibitions. A copy of Mr. Randall’s letter appears 
herein as Appendix A. Similar instructions will be given to any employee whose 
duties in the future may place him in a position where he could act in violation 
of the terms of the Order. 

Throughout the trial of this case, counsel in support of the complaint showed 
eoncern over the use made by the stee! industry of freight-rate books prepared 
by the American Iron and Steel Institute. While Inland has never used these 
books for the purposes alleged in the complaint it has, in order to allay any 
possible suspicion of wrongdoing, destroyed all copies in its possession and has 
issued instructions that no use shall be made of such freight-rate books for any 
purpose whatsoever. 

Inland is not engaged in, and in the future will not engage in, any planned 
common course of action, understanding, or agreement to do anything prohibited 
by Paregraph I of the Order. It is not, and in the future will not, individually 
or otherwise, act so as to knowingly contribute to the maintenance or operation 
of any planned common course of action, understanding or agreement between 
and among any two or more of the respondents, or between any one or more of 
them aud others not parties hereto, through the commission of any of the acts, 
practices or things prohibited by subparagraphs (1) through (6) of Paragraph 
I of the Order. 

Respectfully submitted. 

INLAND STEEL Co., 
By CLARENCE B. RANDALL, 


President. 
NOVEMBER 7, 1951. 


ExHrsit A 
INLAND STEEL Co., 
Chicago, I'l., November 8, 1951. 

On November 13, 1947, the Federal Trade Commission filed a complaint against 
the American Iron & Steel Istitute, Inland, and over 100 other producers of cer- 
tain specified steel products, charging those respondents with a violation of 
section 5 of the Federal Trade Commission Act. This section of the act prohibits 
unfair trade practices and methods of competition. 

In substance the complaint, as later amended, alleged that respondents had 
combined and conspired to restrain competition in the sale of steel products by 
certain specified means. Your company denied and denies now that it was en- 
gaged in any of the practices which were alleged to exist. 

The Commission rested its case on Se>tember 22, 1948, after presenting the 
evidence in support of its charges, for something more than a year. Faced with 
the prospect of continuing with a proceecing which would consume the time and 
energies of key personnel for several years, counsel for respondents at that time 
sought to find some means of bringing the case to an end in a manner which 
would give the Commission the assuranccs which it felt that it needed, that com- 
petition would be protected and at the same time would not unduly interfere 
with the legitimate business activities of the respondents. 

Negotiations with Commission counsel finally resulted in an agreement entered 
into by ail respondents to the effect that if the Commission, on the basis of the 
evidence which had been offered in support of the complaint, would enter an order 
and findings of fact, containing certain specified provisions and nothing more, 
respondents would waive their right to offer evidence on their own behalves or 
to contest or appeal from the order itself. Such an order was entered by the 
Commission on August 10, 1951. 

Regardless of any question regarding the merits of the proceeding or the pro- 
priety of the order which has been entered, it is the intention of Inland that that 
order be obeyed without question or qualification, and all employees of Inland 
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will govern themselves accordingly. There will follow a discussion of its terms, 
in which an attempt will be made to clarify provisions whose Meaning may not 
at first glance be entirely clear to you. 

Paragraphs I and II, which are the portions of the order with which you are 
primarily concerned, are in words as follows: 

“I. It is ordered that respondents (the names of respondents have been omitted) 
and their respective officers, agents, representatives, and employees, in, or in 
connection with, the offering for sale, sale and distribution in interstate com- 
merce of the steel products involved in this proceeding (hereinafter called steel 
products) do forthwith cease and desist from entering into any planned common 
course of action, understanding, or agreement between any two or more of said 
respondents, or between any one or more of said respondents and others not 
parties hereto, and from cooperating in, carrying out or continuing any such 
planned common course of action, understanding, or agreement, to do or perform 
any of the following things :” 

This order does not apply to all steel products which a company may make, 
but only to those which were specifically involved in the proceeding. In deter- 
mining prices and pricing policies, however, you will make no distinction between 
those steel products which were the subject matter of this proceeding and any 
other steel products which Inland may turn out. In large part the order does 
no more than prohibit practices which would be improper even in the absence of 
the order itself, and practices which are viewed by the Commission with sus- 
picion as they relate to one steel product will be viewed by the Commission with 
suspicion as they relate to another. 

The order does not refer, except in one respect which will be noted later, to 
any action which Inland may take, or policy which it may adopt, as a result of 
its own individual decision. The order prohibits only action which results from 
understanding or agreement with others. One term is used in this connection, 
to which it may be difficult for you to attach any definite meaning. That term is 
“planned common course of action.” Such action is prohibited to the same 
extent as is any understanding or agreement. As defined in another paragraph 
of the order, a planned common course of action must have in it an element of 
agreement. The plan must be one in which more than one party has participated. 
There must be a concert of action. If two parties independently adopt pvlicies 
which are identical, their courses of action are the same and they are planned. 
Identity of action resulting from planning of that character, however, is not 
prohibited. The order does not seek to prevent two or more of the respondents 
from having prices or pricing policies which are identical. It does seek to prevent 
them from arriving at such prices or policies by agreement or understanding. 

The order does not merely prohibit a respondent from entering into an under- 
standing or agreement with one or more of the other respondents. It equally 
prohibits such an agreement between a respondent and a person not a party to 
this proceeding. This does not mean, of course, that Inland and one of its sub- 
sidiaries may not together plan the course of action which they will follow 
in pricing products sold by them. On tie other hand, companies not now 
in existence will in all likelihood be engaged in the making of these steel prod- 
ucts in the future. The order, for example, would prohibit agreement with them 
to the same extent that it would prohibit agreement with any of the respondents 
in this case. 

“(1) Adopting, establishing, fixing or maintaining prices or any element 
thereof at which steel products shall be quoted or sold, including but not limited 
to base prices, the extras which shall be added to, or the deductions which shall 
be made from, any base price for any specified characteristic, or loading charge 
or delivery charge or terms of discount, credit, or other condition of sale.” 

This subparagraph of the order prohibits not only agreement as to base prices 
and extras but also prohibits agreement as to any other term or condition of 
sale. It refers to quotations as well as to the prices at which products may 
actually be sold. That list prices were not actually charged in making sales 
would be no defense to a charge that list prices were arrived at by agreement. 

(2) Collecting, compiling, circulating or exchanging between or among re- 
spondents, or any of them, a list or lists of base prices or of prices by any other 
designation, or extra charges thereto or deductions therefrom for any specified 
characteristic or quantity of steel products or services connected therewith used 
or to be used in computing prices or price quotations of steel products; or using, 
directly or indirectly, as a factor in computing price quotations or in making, 
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quoting or charging prices, any such list or lists so collected, compiled, cir- 
culated or exchanged.” 

As is true of all of the subparagraphs of paragraph I, the actions prohibited 
are prohibited only when they result from understanding or agreement. It is 
not unlawful for Inland to obtain the pricelist of a competitor or for a competitor 
to obtain the pricelist of Inland. It will be necessary for Inland in the future, as 
it has been necessary in the past, to obtain what information it legitimately can 
with regard to the prices being charged by its competitors. Inland must know at 
all times what is its competition in order to determine what its prices and pricing 
policies shall be, and it will continue to be Inland’s policy to meet any price quoted 
by a competitor where it is considered advisable to do so. 

It is also entirely proper for Inland to sell its products to competitors and 
therefore to send its pricelists to such of them as are in fact customers. At 
the same time it is important not only to avoid a violation of the order but also 
to avoid any action which may give rise to a suspicion that the order has been 
violated. You should, therefore, take pains to see that pricelists are sent to 
only those of Inland’s competitors who are actually its customers and that you 
de not solicit or obtain pricelists from any of Inland’s competitors unless it be 
in connection with a bona fide purchase or contemplated purchase. 

“(3) Collecting, compiling, circulating or exchanging between or among re- 
spondents, or any of them, a list or lists of freight rate factors, transportation 
charges or other charges relating to transportation or loading or other services 
connected therewith, used or to be used in computing prices or price quotations 
of steel products, or using, directly or indirectly, as a factor in computing price 
quotations any such list or lists so collected, compiled, circulated, or exchanged.” 

It was charged by the Commission in the course of the proceedings that the 
freight rate books prepared by the American Iron & Steel Institute were used 
by the respondents as one of the means of arriving at the quotation of identical 
prices for identical products. While Inland has made virtually no use of these 
freight rate books and has had its own freight department compute all freight 
rates used by it in the sale of its products, it has been glad to dispel any inference 
that might arise from their mere possession and has destroyed all copies which 
it did have. Hereafter you are to make no use of such freight rate books for 
any purpose. You will also exchange no freight rate information or information 
regarding transportation charges with any of the respondents or with any other 
of Inland’s competitors. 

“(4) Formulating, devising, adopting, establishing, fixing or maintaining 
methods or practices of quoting and selling steel products to railroads or other 
particular classes of customers.” 

This subparagraph prohibits nothing which is not already prohibited by para- 
graph I, subparagraph (1) of the order. It refers merely to sales practices 
which may apply to a particular class of a respondent’s customers but not to its 
customers as a whole. 

“(5) Quoting or selling steel products at prices calculated or determined pur- 
suant to, or in accordance with, any system or formula which produces identical 
price quotations or prices or delivered costs, or which establishes a fixed relation- 
ship among price quotations or prices or delivered costs, or which prevents 
purchasers from securing any advantage in price in dealing with one or more of 
the respondents as against any of the other respondents.” 

This subparagraph falls in the same category as the preceding one. It is a 
particularization of a practice alleged to have been followed by respondents and 
already prohibited in broad terms by paragraph I, subparagraph (1). It has 
specific reference to a method of pricing by basing points followed by many of the 
respondents and alleged by the Commission to have resulted from agreement 
among them. 

“(6) Failing to quote or to sell and deliver any steel products, f. o. b. at the 
plant of manufacture thereof.” 

This subparagraph would not prevent Inland from refusing to sell and deliver, 
f. o. b. point of manufacture, if Inland, acting independently of others, decided 
to do so. It is, of course, the practice of Inland to make deliveries at the 
point of manufacture where desired by the customer, and unless circumstances 
should arise which would make a deviation from this practice seem advisable, 
Inland expects to continue to do so. 

“(7) Causing to be done any of the things described in the preceding sub- 
paragraphs (1) through (6) through action of respondent American Iron & 
Steel Institute or any subdivision or committee of said institute or any individual, 
or other corporation or organization.” 
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This subparagraph merely provides that respondents cannot do indirectly that 
which they are not permitted to do directly. They cannot, through the instru- 
mentality of a third party such as the American Iron & Steel Institute, or a 
subsidiary, cause any of the things to be done which the order prohibits them 
from doing. 

“IT. It is further ordered that each of the respondents do forthwith cease and 
desist from acting, individually or otherwise, so as knowingly to contribute to the 
maintenance or operation of any planned common course of action, understand- 
ing or agreement between and among any two or more of the respondents or 
between any one or more of them and others not parties hereto through the 
commission of any of the acts, practices or things prohibited by subparagraphs 
(1) through (6) of paragraph I of this order.” 

This paragraph of the order imposes upon Inland and the other respondents a 
burden of an entirely different character from that which is imposed by para- 
graph I. The theory underlying it is that in order to make effective the prohibi- 
tions of paragraph I against agreement and understanding, it becomes advisable 
to impose some restraints upon the actions of the respondents considered as 
individuals rather than as a group. While the object of this paragraph is still 
to prevent understanding or agreement on the subjects covered by paragraph I, 
it seeks to implement paragraph I by prohibiting the respondents from doing 
individually the things which paragraph I prevents them from doing collectively, 
where such individual action is taken in order to assist in the maintenance or 
operation of an understanding or agreement between others. 

If, for example, it should come to your knowledge that two or more parties, of 
which one was a respondent in this proceeding, were participating in an under- 
standing or agreement prohibited by this order, it would be improper for you to 
take any action in order to assist them in the accomplishment of their objective, 
even though you had no interest in its accomplishment yourself and had no 
understanding or agreement of any kind with the interested parties. 

Enclosed herewith are copies of the following documents : 

1. Memorandum for the Commission Regardinging Settlement. 

2. Waivers Executed by the Respondents. 

8. Reasons for the Proposed Settlement Filed by the Director of the 
Bureau of Antimonopoly for Consideration by the Commission. 

4. Findings as to the Facts. 

5. Order to Cease and Desist. 

6. Compliance Report. 

You will note that the order relates not only to Inland, but also to its officers, 
agents, representatives, and employees. If now or at any time hereafter there is 
any question in your mind as to what is intended by any of its provisions, you 
are to ask this office for further clarification. It will be no excuse that the order 
is violated through ignorance rather than through intent. 


CLARENCE B. RANDALL, President. 


INLAND STEEL Co., 
Chicago, October 7, 1955. 
Re American Iron & Steel Institute et al., Docket No. 5508. 
FEDERAL TRADE COMMISSION, 
Washington, D.C. 
(Attention of Mr. P. B. Morehouse, Assistant General Counsel for Com- 
pliance.) 
GENTLEMEN: This is written in reply to your letter of June 27. We have as- 
sumed in preparing this answer that your request for information relates to 


selling practices followed by Inland in the sale of products which were involved 
in the above-captioned case. 


1. Inland customarily quotes and sells f. o. b. mill. 

2. Inland has no published delivered prices. It will quote a delivered price at 
the request of a customer and it does quote delivered prices from time to time 
in order to meet competitors’ prices. 

3. There is no exact comparison that can be made between Inland’s delivered 
prices and freight costs. Presumably the following explanation will give you 
the information which you seek in this connection. 

Where the mill price of a competitor, plus freight to point of destination, is 
lower than Inland’s mill price plus freight to point of destination, Inland may, if 
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it considers the business involved desirable, quote a delivered price which is 
lower than the sum of Inland’s mill price plus freight to that destination point. 

Inland has no fixed policy with regard to any particular locality or to any 
particular customer except insofar as it is Inland’s general policy to avoid freight 
absorption or the quotation of a delivered price which is less than Inland’s mill 
price plus freight, te as large an extent as possible. 

The overall demand for steel, the ability or inability of Inland to sell its 
steel to others without the absorption of freight or other form of price reduc- 
tion, and the desirability of the business of the particular customer or customers 
are all factors which Inland takes into consideration. 

4. Inland does absorb freight from time to time. In order to meet a com- 
petitive price Inland could lower its mill price, quote a delivered price in which 
mill price and freight charge are not separated, or absorb freight. Each pro- 
cedure would accomplish the same result. Inland customarily under such cir- 
cumstances agrees to absorb that amount of freight which is necessary to get 
the business, subject, however, to the limitation that Inland’s mill price plus 
freight must not be lower than the competitor’s price which Inland is meeting. 

5. Inland has complied and maintains lists of freight rates for which it has 
recurrent use. These are compiled from published railroad tariffs. It has not 
compiled and does not use any lists of freight rate factors. 

6. There are enclosed copies of our price lists for base prices, extras, and 
deductions showing all changes in prices since the date of the order. 

7. Inland does not use any special methods or practices in quoting and selling 
to railroads or other classes of customers. 

8. Inland does not quote or sell at prices determined in accordance with any 
formula which produces identical prices or a fixed relationship between Inland’s 
prices and a competitor’s prices. Major competitors’ prices in and of themselves, 
however, have a considerable bearing upon the prices which Inland charges. 

9. Inland’s uniform terms and conditions of sale appear in and are a part 
of the base price lists which are enclosed with this report. 

10. Inland’s salesmen are not permitted to sell at anything other than pub- 
lished prices except to the extent that they may be granted specific authority to 
d» so by a product manager or higher sales official of the company. No other 
instructions are given to them with respect to prices. 

We have reviewed the report of compliance heretofore submitted by us in 
this case. There have been no changes in our pricing practices subsequent to 
the date upon which that report was filed. 

Very truly yours, 
JosEPH L. BiLock. 


UNITED STaTes OF AMERICA BEFORE FEDERAL TRADE COMMISSION 
Docket No. 5508 
In the Matter of American Iron and Steel Institute et al. 


REPORT BY RESPONDENT THE COLORADO FUEL AND IRON CORPORATION AS TO 
COMPLIANCE WITH ORDER TO CEASE AND DESIST 


Respondent, The Colorado Fuel and Iron Corporation (hereinafter sometimes 
referred to as Colorado), pursuant to the requirements of Paragraph IV of 
the Order to Cease and Desist issued August 10, 1951, in the above-entitled 
proceeding, hereby reports that it has complied and is complying with said 
Cease and Desist Order in the following manner and form: 

A. Colorado, and, likewise, its officers, agents, representatives and employees 
in, or in connection with, the offering for sale or sale and distribution in inter- 
state commerce of any of the steel products involved in this proceeding which 
are produced and sold by respondent Colorado (hereinafter referred to as steel 
products) have not entered into, cooperated in, carried out or continued any 
planned common course of action, understanding or agreement with any other 
respondents in this proceeding or with any other person not a party to this 
proceeding to do or perform any of the things hereinafter set forth and are 
not now a party to, or cooperating in, carrying out or continuing any such planned 
common course of action, understanding or agreement to dv or perform any 
of the following acts or things: 

(1) Adopting, establishing, fixing or maintaining prices or any element 
thereof at which steel products shall be quoted or sold, including but not 
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linited to base prices, extras which shall be added to base price for any 
specified characteristic, deductions which shall be deducted from base price 
for any specified characteristic, loading charges, delivery charges, or terms 
of discount, credit or other conditions of sale; 

(2) Collecting, compiling, circulating, or exchanging with the other re- 
spondents, or with any of them, a list or lists of base prices or of prices by 
any other designation, or extra charges thereto or deductions therefrom for 
any specified characteristic or quantity of steel products or services con- 
nected therewith, used or to be used in computing prices or price quota- 
tions of steel products; or using, directly or indirectly, as a factor in com- 
puting price quotations or in making, quoting or charging prices, any such 
list or lists so collected, compiled, circulated or exchanged ; 

(3) Collecting, compiling, circulating or exchanging, with the other re 
spondents, or with any of them, a list or lists of freight rate factors, trans- 
portation charges or other charges relating to transportation or loading or 
other services connected therewith, used or to be used in computing prices 
or price quotations of steel products, or using, directly or indirectly, as a 
factor in computing price quotations, any such list or lists so collected, 
compiled, circulated or exchanged ; 

(4) Formulating, devising, adopting, establishing, fixing or maintaining 
methods or practices of quoting and selling steel products to railroads or 
other particular classes of customers ; 

(5) Quoting or selling steel products at prices calculated or determined 
pursuant to, or in accordance with, any system or formula which produces 
identical price quotations or prices or delivered costs, or which establishes a 
fixed relationship among price quotations or prices or delivered costs, or 
which prevents purchasers from securing any advantage in price in dealing 
with one or more of the respondents herein ; 

(6) Failing to quote or to sell and deliver any steel products f. o. b. at the 
plant of manufacture thereof ; 

(7) Causing to be done any of the acts or things described in the preceding 
subparagraphs (1) through (6) through action of respondent American Iron 
and Steel Institute, or any subdivision or committee of said Institute, or any 
individual or other corporation or organization. 

B. Colorado, and, likewise, its officers, agents, representatives, and employees 
in, or in connection with, the offering for sale or sale and distribution in inter- 
state commerce of any steel products, as hereinbefore defined, have not acted, 
individually or otherwise, and are not now acting, individually or otherwise, so 
as knowingly to contribute to the maintenance of any planned common course 
of action, understanding or agreement with any other respondent or respondents 
or with any other persons not parties to this proceeding through the commis- 
sion of any of the acts, practices or things described in subparagraphs (1) 
through (7) of Paragraph A of this report. 

C. As of September 1, 1948, Colorado established base prices at Minnequa, 
Colorado, for all steel products produced at and shipped from its Minnequa 
Works and regularly quoted and sold to customers. Price announcements of 
the Western Division of Colorado were accordingly revised to eliminate all 
reference tv base prices for steel products of Colorado delivered at any geo- 
graphic location other than Minnequa, Colorado. 

Since said date of September 1, 1948, Colorado has quoted and sold, and is 
now quoting and selling, all steel products produced at and shipped from its 
Minnequa Works on an f. o. b. Minnequa basis. In certain instances, in con- 
nection with the sale of steel products produced at and shipped from its Minne- 
qua Plant, where Colorado has quoted on a delivered price basis, it has quoted, 
and in some cases sold, at a delivered price equal to or less than the Minnequa 
base price contained in the applicable price announcement, plus common carrier 
rail or truck freight charges from Minnequa to the point of delivery to the pur- 
chaser or a customer of the purchaser. 

D. As of July 23, 1948, the Wickwire Spencer Steel Division of The Colorado 
Fuel and Iron Corporation (hereinafter referred to as “Wickwire”) established 
base prices at Buffalo, New York, for all steel products, regularly quoted and 
sold to customers, produced at and shipped from its mill located in said city 
of Buffalo, New York. As of the same date of July 23, 1948, Wickwire es- 
tablished base prices at Palmer, Massachusetts, for all steel products produced 
at and shipped from its Palmer Works located in Palmer, Massachusetts, and 
base prices at Worcester, Massachusetts, for all steel products produced at and 
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shipped from its Morgan Works located in Worcester, Massachusetts. Price 
announcements of Wickwire were accordingly revised to elminate all references 
to base prices for steel products of Wickwire delivered at any geographic loca- 
tion other than Buffalo, New York, Palmer, Massachusetts, and Worcester, 
Massachusetts. 

Since said date of July 23, 1948, Wickwire has quoted and sold, and is now 
quoting and selling, all steel products produced and shipped from its Buffalo 
Mill or its Palmer Works or its Morgan Works on an f. o. b. Buffalo, Palmer, or 
Worcester basis, as the case might be. In certain instances in connection with 
the sale of steel products produced at and shipped from its above plants, where 
Wickwire has quoted on a delivered price basis, it has quoted, and in some cases 
sold, at a delivered price equal to or less than the base price (either Buffalo, 
Palmer, or Worcester) contained in the applicable price announcement, plus 
common carrier rail or truck freight charges from Buffalo, Palmer, or Worcester, 
as the case might be, to the point of delivery to the purchaser or a customer of 
the purchaser. 

E. In order to insure full compliance with the Commission’s Order to Cease 
and Desist on the part of Colorado’s officers, agents, representatives, and em- 
ployees, counsel for Colorado from time to time have discussed with and explained 
to various officers and employees of Colorado the scope and meaning of the Order 
to Cease and Desist and its application to the activities of Colorado in offering for 
sale or selling and distributing steel products. Other personnel of Colorado have 
been made familiar with the terms of the Cease and Desist Order or directed to 
familiarize themselves with said Order. 

F. Colorado does not interpret the Order to Cease and Desist as applicable to 
the ordinary and normal relationship of Colorado, as parent corporation, to any 
of its wholly owned subsidiaries. 

G. Colorado is in all respects fully complying with the provisions of the Order 
to Cease and Desist issued in this proceeding and will continue to do so. 

Respectfully submitted. 

THe Cotorapo Fuet & Iron Corp., 


By A. C. Bexaert, Vice President. 
Dated: November 7, 1951. 


DeEnveER, Coxo., July 29, 1955. 
Re matter of American Iron & Steel Institute, et al., docket No. 5508 
P. B. MorEHOUSE, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D.C. 


Dear Str: Pursuant to the request contained in paragraph 1 of your letter 
of July 18, 1955, we are submitting the following information with respect to 
prices charged by the Colorado Fuel & Iron Corp. (hereinafter referred to as 
“Colorado”) in selling certain of the steel products covered by the August 10, 
1951, order in subject proceeding in Seattle and/or Tacoma in the State of 
Washington. 

1. Colorado does not regularly sell many of the steel products covered by the 
August 10, 1951, order in subject proceeding (hereinafter referred to as “Steel 
products”) to any customers located in either Seattle or Tacoma. During the 
fiscal year ended June 30, 1955, Colorado did not ship in commercial volume to 
any customers located in either Seattle or Tacoma any of the following steel 
products which it produces : 


Alloy plates Ingots 

Hot-rolled bars and small shapes Blooms, billets, and slabs 
Reinforcing bars (new billet) Tube rounds 

Pipe Wire rods 

Carbon steel plates Hot-rolled strip carbon 
Standard structural shapes Fence posts 

Light rails (new billet) Flat wire 


Track spikes 
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2. The following tabulation shows the current delivered prices of Colorado, 
for straight or mixed carload lots, for certain representative items of those wire 
products covered by the August 10, 1951, order which it currently produces and 
sells, or offers to sell, to dealers located in Seattle and/or Tacoma: 





! | 
Representative product Seattle Seattle | Tacoma 
dockside proper proper 
(a) Nails, 8d common (hundredweight) --.....-....-----.---- $9. 91 $10. 02 $10. 11 
(6) Barbed wire: C. F. and L. standard 2 point (per 80 rod reel) 18.23 18.31 18. 37 
(c) Merchant: Quality wire, annealed, base (hundredweight)-| 8. 5692 8. 6692 8. 7556 
(d) Merchant: Quality wire, galvanized, base (hundred- | 
weight) s ae ; saad 19, 1442 | 1 9, 2442 19. 3296 
(e) Manufacturer’s: Drawn wire, low carbon, basic wire, 12 | | 
inches and larger, C/W coils, base (hundredweight)_-____| 7. 4192 7. 5192 | 7. 6046 
(f) Bale ties: Gage No. 18%, length, 944 feet, base (per bundle 
of 500). ._. aa ae Ce | 6. 56 6. 62 (?) 
(9) High carbon: Wire, ‘“‘Gamia,”’’ upholstery spring wire 
base (hundredweight) Sts 8. 7692 8. 8692 | 8. 9546 
(h) Woven wire fence: No. 832-6-124¢ gage, field fence (per 20 
rod roll)_. : 5 115. 83 15. &3 115.83 


| Based on current zine prices. 
2 No Tacoma sales. 


3. From time to time Colorado sells and ships carbon steel plates to customers 
located in Seattle from its Claymont, Del., plant. Such sales are made on an 
f. o. b. Claymont basis. The plates are shipped by water freight without any 
freight allowance. 

4. The steel products referred to in paragraphs 2 and 8 above are or may be 
shipped to Seattle and/or Tacoma from several plants of Colorado, as set forth 
in the following tabulation : 


Product Minnequa, South San Claymont, 
| Colo. Francisco, Del. 
Calif. 
(a) Nails__- 5 adeeb ciety ekus No. | No. 
(6) Barbed wire __ 7 Se Ne ee ee ee ee Yes__- No. 
Ce) ERIE ONE WING ke oo iss eerinins ede neensvaccinpeis | 3e... le ecnencne st ee 
(d) Manufacturer’s drawn wire. | Yes_. Yes_- No. 
(s) Bale ties............. aie i Spee sstoheclet NS wi Yes. -- No. 
(f) Spring, high carbon.............-- inn anism i= blekednd 1 Tia a win No. 
OR OE ee ee Sse eee: aoe Yes_- NO...... No. 
(h) Carbon steel plates. ___-_- ‘ | No. No Yes. 


5. With the exception of carbon steel plates referred to in paragraph 3 above, 
the steel products presently shipped by Colorado to customers located in Seattle 
and/or Tacoma are shipped by rail. 

6. Rail freight charges from Minnequa, Colo., to either Seattle or Tacoma, 
Wash., are $1.42 per hundredweight ($1.20, plus 15 percent temporary increase 
provided by ex parte 175, plus 3 percent transportation tax) on shipments of iron 
and steel articles, minimum weight 40,000 pounds. 

7. Rail freight charges from South San Francisco, Calif., to either Seattle or 
Tacoma, Wash., are $0.948 per hundredweight ($0.80, plus 15 percent temporary 
increase provided by ex parte 175, plus 3 percent transportation tax) on ship- 
ments of iron and steel articles, minimum weight 40,000 pounds, and $0.758 per 
hundredweight ($0.64, plus 15 percent temporary increase provided by ex parte 
175, plus 3 percent transportation tax) when the minimum weight is 80,000 
pounds. . 








4646 ADMINISTERED PRICES 


8. Set forth below are the f. o. b. mill base prices presently in effect at the sev- 
eral plants referred to above for the various wire products listed in paragraph 2 
above and for the carbon steel plates referred to in paragraph 3 above: 




















Minnequa, South San | Claymont, 
Representative product Colo. ee, Del. 
alif. 
(a) Nails, 8-penny, common (hundred weight) - - i TIE td oo sts dtbasitaeaao wae 
(b) Barbed wire, . F. & 1. standard, 2 point (per 80-rod reel) 1. 7.49 OB. 08  hincaicdises 
(c) Merchant quality wire, annealed, b base (hundredweight) -- 7. 65 ROE: Lincsaeicdandi) 
(d) Merchant quality wire, galvanized, base (hundredweight) !- 8. 225 BS besccns ‘on 
(e) Manufacturer’s drawn wire, low carbon, basic wire, 12- 
inch and larger, c/w coils, base (hundred weight) - -.-_- 6. 50 USE A ivesidcnindcin’s 
(f) awe ties, gage No. 15%, length 944 feet, base (per bundle 
of 500) _ 6. 02 BBB bewcetisa 
(9) High carbon wire, “Gamma” upholstery spring wire, base 
(hundred w eight) __ 7. 775 REG! ficnsaniasees i 
(h) Woven Wire fence, No. 832-6-124 | gage field fence (per 20- 
ES st i ES oct nina edt ebubadedsia L SED . Recunmionineeden  cipenbmiedebinasthis 
@ Carbon steel plates, base (hundredweight)..............__|.....-..------|---.---------- $4. 50 


1 Based on current zinc prices. 


9. In quoting prices for and selling the wire products referred to in paragraph 
2 above, in Seattle and Tacoma, Colorado has followed the practice of quoting 
prices for and selling at delivered prices equal to the lowest prices of any do- 
mestic competitor selling such products in such cities. The prices charged by 
Colorado pursuant to such practice have been and are in every case less than the 
prices Colorado would charge if it charged its applicable price f. o. b. either 
Minnequa or South San Francisco, plus actual rail freight charges from either 
point to either Seattle or Tacoma, as the case might be. 

Until recently the delivered prices at which Colorado was selling the wire 
products referred to in paragraph 2 above were the same for each product 
whether sold to a customer located in Seattle or one located in Tacoma. Such 
uniformity was due to the fact that the lowest prices of a domestic competitor, 
those of Bethlehem Steel Co., which Colorado was meeting, were the same in 
both cities. In June 1955 Colorado learned from its customers that Bethlehem 
had raised its prices in Tacoma for most of those wire products, among others, 
listed in paragraph 2 above. To the best of Colorado’s knowledge Bethlehem is 
still selling such products (excluding woven wire fence) to its customers lo- 
eated in Tacoma at higher prices than it sells the same products to its customers 
located in Seattle. 

We have been informed that the reason for the price increases by Bethlehem 
to its Tacoma customers was that Bethlehem no longer brings steel products from 
Sparrows Point, Md., by water to Tacoma; that it presently lands such products 
at Seattle and ships them by rail to its Tacoma customers; and that the differ- 
ence between Bethlehem’s Tacoma proper and Seattle dockside prices is the 
amount of the applicable rail freight from Seattle to Tacoma. 

Despite the increases in its Tacoma prices, the prices charged by Bethlehem 
to its Tacoma customers have continued to be the lowest prices charged by any 
domestic competitor of Colorado in selling in Tacoma the wire products referred 
to in paragraph 2, excluding woven wire fence. Colorado has, therefore, con- 
tinued to meet such prices of Bethlehem in Tacoma. For Colorado, under such 
circumstances, to sell at prices lower than those charged by Bethlehem in Ta- 
coma might, we believe, constitute a violation by Colorado of section 2 (a) of the 
Clyton Act, as amended, not justified by the provisions of section 2 (b) of said 
act. 

10. In your telephone conversation with Mr. Smith of our counsel’s office on 
July 26, 1955, you indicated that some contention had been made that Colorado, 
and perhaps other steel companies, were charging “phantom freight” in selling 
to customers located in Tacoma. That such is far from the case in the instance 
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of Colorado may be readily seen from the following comparative table based upon 
data already set forth above: 


| 
Colorado’s price|Colorado’s price 
f. o. b. mill, f. o. b. mill 
Minnequa, South San 


, 


Colorado’s de- | plus rail freight | Francisco, plus 
Representative product livered price, to Tacoma rail freight to 
Tacoma (based on Tacoma (based 


40,000 pounds on 80,000 
minimum) pounds mini- 





mum) 
(a) Nails, 8penny, common (hundredweight) ___.._.--- $10. 11 ES es clan neanas 
(b) Barbed wire, C. F. & I. standard, 2-point (per 80- 
MNES Bosal os 5 eam cekbnsnaen bee aidan 8. 37 8. 63 $8. 70 
(c) oot quality wire, annealed, base (hundred- 
ee ee 8, 7556 9. 07 9. 108 
(d) Merchant quality wire, galvanized, base (hundred- 
eee ee 9. 3296 9. 645 9. 683 
(e) Manufacturer’s drawn wire, low carbon, basic wire, 
12-inch and larger, c/w coils, base (hundredweight)- 7. 6046 7. 92 7. 958 
(f) High carbon wire, “Gamma” upholstery spring 
wire, base (hundred weight) bls. Dinués atebbtieeheds 5 8. 9546 9. 195 9. 308 
(9) Woven wire fence No, 832-6-12% gage, field fence 
eee uted 15. 83 WIGS” bewvednidnevese 


1 Based on current zinc prices. 


The above tabulation clearly reveals that in each case Colorado’s delivered 
price in Tacoma is less than Colorado’s f. o. b. mill price, plus rail freight 
to Tacoma, from either Minnequa or South San Francisco. Such being the 
case, we are unable to perceive how it can be contended in good faith that any 
“phantom freight” is being charged by Colorado in selling the above wire products 
to customers located in Tacoma. 

11. Colorado does not ship the above wire products into the Tacoma area in 
any substantial volume. In 1953 its shipments amounted to 591 tons, of 
which 513 tons consisted of nails and staples; in 1954, to 544 tons, of which 490 
tons were nails and staples; and in 1955 to date, 290 tons, of which 257 tons were 
nails and staples. In addition, we do not believe that the very slight difference in 
the prices paid by customers located in Tacoma proper as against those located 
in Seattle proper (see second and third columns in par. 2 above) will serve to 
divert business from Tacoma, as has apparently been represented to you. 

In view of the urgency you indicated in your telephone conversation, we have 
endeavored to expedite the collection of the information contained herein and 
we hope that such data will prove sufficient for your needs. In the event that 
you feel that further information is necessary, we shall be glad to do what we 
can to assist you. 

Very truly yours, 
Tue Cororapo Fue. & IRON Corp., 
By F. 8. Jonss, 
Vice President in Charge of Sales. 


New York, N. Y., August 9, 1955. 
Re matter of American Iron & Steel Institute et al., Docket No. 5508 
PGap B. MoreEnovsE, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D. C. 

DEAR Sir: Pursuant to the requests contained in your letter of June 27, 1955, 
addressed to the Colorado Fuel & Iron Corp. (hereinafter referred to as 
“Colorado”) at the Continental Oil Building, Denver, Colo., and in your letter 
of June 27, 1955, addressed to Claymont Steel Corp., Claymont, Del., we are 
furnishing herewith the data requested in said letters. Effective as of June 
30, 1952, the assets of Claymont Steel Corp., at that time a wholly owned 


subsidiary of Colorado, were transferred to Colorado and Claymont Steel Corp. 
was thereupon dissolved. 








4648 ADMINISTERED PRICES 


The numbered paragraphs below contain the information requested in the 
correspondingly numbered paragraphs of your letter of June 27, 1955, aforesaid. 
The term “steel products” as used herein refers to the steel products, covered 
by the order of August 10, 1951, in subject proceeding, which are produced and 
sold by Colorado. 

1. Colorado quotes prices for and sells the steel products produced at its plants 
at the following locations on an f. o. b. mill basis : 

(a) Minnequa, Colo. 

(6) South San Francisco, Calif. 
(c) Buffalo, N. Y. 

(d) Palmer, Mass. 

(e) Worcester, Mass. 

(f) Claymont, Del. 

2. In certain instances, in quoting prices for and selling (a) certain steel prod- 
ucts produced at and shipped from its Minnequa plant, (») certain steel products 
produced at and shipped from its Buffalo plant, and (c) the steel products pro- 
duced at and shipped from its South San Francisco, Palmer, and Worcester plants, 
Colorado quotes and sells at delivered prices. 

8. Colorado sells certain steel products at delivered prices, in the instances 
indicated in paragraph 2 above, in order to meet in certain localities the prices 
charged by competitors of Colorado. In no case does the delivered price of Colo- 
rado for any steel product exceed Colorado’s f. o. b. mill price for such product, 
plus actual rail freight charges from the shipping plant to the customer. 

Colorado’s delivered prices may vary from time to time, from steel product to 
steel product, and from location to location. A change in freight rates or in the 
prices of a competitor may cause a change in Colorado’s delivered prices in one 
locality, but not necessarily the same or any change in another locality. 

At present, depending upon the various factors involved, Colorado’s delivered 
prices for wire products, covered by the August 10, 1951, order in subject pro- 
ceeding, shipped from either the Minnequa plant or South San Francisco plant, 
may be less in amount from a few cents per ton to approximately $20 per ton 
from the prices Colorado would charge if it sold such products at prices equal 
to its applicable f. o. b. mill prices plus actual rail freight from shipping plant 
to the customer’s location. On rolled products, covered by the August 10, 1951, 
order, sold on a delivered-price basis and shipped from the Minnequa plant, such 
variation at present ranges from approximately $12 per ton to approximately 
$16 per ton. Actual freight charges on steel products sold at delivered prices 
and shipped from the above two plants presently range from approximately $4 
per ton to over $28 per ton. 

At present, in selling at delivered prices certain wire products covered by the 
August 10, 1951, order, produced at its eastern plants (Buffalo, Palmer, and 
Worcester), Colorado’s prices may be less in amount from approximately $1.25 
per ton to approximately $15.50 per ton from the prices Colorado would charge 
if it sold such products at prices equal to its applicable f. o. b. mill prices plus 
actual rail freight from shipping plant to the customer’s location. Actual freight 
charges on such wire products sold at delivered prices and shipped from the 
aforesaid eastern plants presently range from approximately $5.75 per ton to 
over $25 per ton. 

4. In selling on an f. o. b. mill basis certain steel products produced at its 
Minnequa and Buffalo plants, respectively, to customers located in certain locali- 
ties, Colorado absorbs freight charges where deemed necessary in order to meet 
the price or prices currently charged by a competitor or competitors for such 
products in such localities. 

5. Colorado does not compile or use any lists of “freight rate factors” in 
pricing or selling any steel products. Its traffic departments from time to 
time compile lists of actual rail and/or truck transportation charges on iron 
and steel articles in certain areas, and lists of rail or truck freight rates on 
steel pipe or tubing to principal oil country destinations. Such compilations 
made by the traffic departments are used from time to time by sales department 
personnel in pricing and selling its steel products. 

6. Enclosed herewith as exhibit A are copies of all base pricelists and lists 
of extras and deductions of Colorado (excluding warehouse base pricelists for 
less than carload lots), showing changes since August 10, 1951, for the steel 
products of the Minnequa plant, and showing changes since June 30, 1953, 
for steel products of the South San Francisco plant. (Until June 30, 1953, the 
South San Francisco plant was operated by the California Wire Cloth Corp., 
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a wholly owned subsidiary of Colorado and not a respondent in subject pro- 
ceeding. Said subsidiary was merged into the parent corporation as of June 
30, 1953.) 

Exhibit B enclosed herewith lists the changes in base prices of the Wickwire 
Spencer Steel division (not including Claymont Steel Products department) 
issued since August 10, 1951, for the steel products of the Buffalo, Palmer, and 
Worcester plants (excluding warehouse base prices for less than carload lots) 
and includes photostatic copies of the lists of extras and deductions showing 
changes since August 10, 1951, for said steel products. 

Exhibit C enclosed herewith lists the changes in the base prices of Claymont 
Steel Corp. and of the Claymont Steel Products department of Colorado issued 
since August 10, 1951, for the steel products of the Claymont plant and includes 
copies of the lists of extras and deductions showing changes since August 10, 
1951, for said steel products. 

7. Colorado does not use any special methods or practices in quoting prices 
for and selling its steel products to railroads. 

In quoting prices for and selling steel products to jobbers, Colorado grants 
certain allowances on certain steel products, as more fully appears in the 
pricelists or in the lists of extras and deductions submitted under paragraph 6 
above. In quoting and selling seamless oil country tubular goods, Colorado 
grants a 6-percent allowance to distributors. 

In submitting bids on steel products to various Federal, State, and local 
governmental agencies, Colorado is, of course, required to quote and sell in 
accordance with the particular terms and conditions governing the particular 
bidding. 

8. Colorado does not quote or sell steel products at prices determined in 
accordance with any formula which produces prices identical with the prices 
quoted or charged by any competitor of Colorado for such products or which 
produces a fixed relationship between Colorado’s prices and the prices quoted 
or charged by any competitor of Colorado. 

9. Terms of payment for the products of the Minnequa and South San Fran- 
cisco plants are either one-half of 1 percent 10 days, net 30 days, or 2 percent 
10 days, net 60 days, or 2 percent 10 days, net 30 days, depending on the 
product, as appears more fully on the pricelists submitted under paragraph 6 
above. 

In general, Colorado’s terms of payment for steel products of the Buffalo, 
Palmer, Worcester, and Claymont plants are one-half of 1 percent 10 days, net 
30 days (except for merchant wire where the terms are 2 percent 10 days, 
net 30 days), but, when requested by the purchaser because of its payments 
procedure, invoices may be discountable twice a month: Invoices dated ist to 
15th day of the month, discountable on the 25th of that month; invoices dated 
16th through the last day of the month, discountable on the 10th of the following 
month. 

Attached herewith as exhibit D is a copy of the general conditions of sale 
currently used by both the Minnequa and South San Francisco plants of Colorado 
in selling steel products. 

Attached herewith as exhibit E is a copy of the conditions of sale currently 
used by the Buffalo, Palmer, Worcester, and Claymont plants of Colorado in 
selling steel products. 

10. In general, salesmen are instructed to sell at Colorado’s current f. 0. b. 
mill base prices, plus applicable extras and deductions. These are set forth 
in the pricelists and lists of extras and deductions submitted under paragraph 6 
hereof. In only limited situations do salesmen have any authority to quote 
prices or to take orders deviating from such f. o. b. mill prices in order to 
meet the prices charged by a competitor or competitors for certain products 
in certain localities. Salesmen are also instructed to report to district managers 
any information obtained by them as to price changes on the part of com- 
petitors, particularly those changes which may affect Colorado’s delivered prices 
or its freight absorption on shipments of certain steel products into certain 
localities. 

In accordance with the request contained in your letter of June 27, 1955, we 
have reviewed the report of compliance dated November 7, 1951, submitted by 
Colorado in subject proceeding. The material set forth in paragraphs © and 
D of said report of compliance is supplemented by the material set forth in 
paragraphs 1 through 10 above. 
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As to the statements made by Colorado in paragraphs A, B, E, F, and G of 
said report of compliance, we hereby request that each and every part of such 
statements be regarded by you as being again made by Colorado at this time 
with the same effect as if they were set forth in their entirety in this letter. 

In view of the fact that Claymont Steel Corp. has been dissolved, we do not 
believe it necessary to review the report of compliance submitted by Claymont 
Steel Corp., dated November 7, 1951. Current practices of Colorado with respect 
to the steel products of the Claymont plant are fully covered by the statements 
made above with respect to Colorado. 

This letter and the exhibits hereto are being submitted in duplicate. 

We have already submitted, under date of July 29, 1955, the information re- 
quested in paragraph 1 of your letter of July 18, 1955. The material requested 
in paragraph 2 of said letter is being assembled in accordance with the under- 
standing reached with you by Mr. Smith of our counsel’s office in a telephone 
conversation on July 27, 1955, and will be forwarded as soon as such assembling 
is completed. 

Very truly yours, 
THe Conorapo Fur, & Iron Corp., 
By A. C. BEKAERT, 
Vice President in Charge of Finance. 


New York, N. Y., August 15, 1955. 
Re matter of American Iron and Steel Institute et al., Docket No. 5508. 


P. B. Morenovuse, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D. C. 


Deak Siz: Pursuant to the request contained in paragraph 2 of your letter 
of July 18, 1955, and in accordance with Mr. Smith’s letter to you of August 3, 
1955, we are enclosing herewith as exhibit A a tabulation setting forth the data 
requested by you on all bids submitted by Colorado since January 1, 1953, to any 
Federal governmental agency for the steel products covered by the August 10, 
1951, order in subject proceeding, excluding less-than-carload lots. 

This letter and the exhibit hereto is being submitted in duplicate. 

Very truly yours, 
THE CoLtorApo Furr & Iron Corp., 
By A.-C. BEKAERT, 
Vice President in Charge of Finance. 
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4656 ADMINISTERED PRICES 


UNITED STATES OF AMERICA BEFORE THE FEDERAL 
TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 


REPORT OF COMPLIANCE OF RESPONDENT WHEELING STEEL CORPORATION 


In accordance with paragraph IV of the final order of the Federal Trade Com- 
mission in the above matter, issued August 10, 1951 (and hereinafter called the 
“Order”), respondent Wheeling Steel Corporation (hereinafter called ‘““Wheel- 
ing”) respectfully submits the following Report of Compliance setting forth in 
detail the manner and form in which it has complied with the Order. 


I. THE ORDER AND THE CIRCUMSTANCES UNDER WHICH IT WAS ISSUED 


On August 14, 1947, the Federal Trade Commission instituted this proceeding, 
in which American Iron and Steel Institute and substantially all the manufac- 
turers of steel in this country, including Wheeling, were eventually joined as 
respondents. The amendment complaint issued November 13, 1947 (and herein- 
after called the “Complaint’’), charged said respondents with using unfair meth- 
ods of competition in commerce, in violation of Section 5 of the Federal Trade 
Commission Act, by engaging in a continuing conspiracy to restrain competition 
in the sale of steel products in the manner therein set forth. 

All of said respondents filed answers to the Complaint denying said charges. 

Thereafter testimony was taken, and evidence in support of the Complaint was 
introduced, by counsel supporting the Complaint, and such counsel rested the case 
on behalf of the Commission. 

While motions to dismiss the Complaint were pending, and prior to the intro- 
duction of any evidence by any respondent, the Director of the Commission’s 
Bureau of Antimonopoly, the Assistant Director of that Bureau and Chief 
of the Division of Investigation and Litigation, and all those named as respond- 
ents in the Complaint (except a small number as to whom the Commission had 
determined to dismiss the Complaint and who are not included in the term ‘“re- 
spondents” as hereinafter employed), joined in proposing to the Commission that 
the proceeding be disposed of in accordance with a Memorandum for the Com- 
mission Regarding Settlement dated May 9, 1951, and appendices thereto. 

After further appropriate procedure, including the issuance by the Commission 
on June 15, ,1951, of an Order Tentatively Accepting Proposal for Settlement, the 
above-mentioned proposal for settlement was finally consummated when the Com- 
mission, in accordance with said memorandum, issued its Findings as to the 
Facts and Conclusion, and the Order, on August 10, 1951. A copy of the Findings 
as to the Facts and Conclusion and the Order was received by Wheeling, via reg- 
istered mati, on August 13, 1951. 

In accordance with the terms of the above settlement, Wheeling does not admit 
such Findings as to the Facts and Conclusion, but will not contest or appeal from 
them. They contain no finding or conclusion of conspiracy or collusion by Wheel- 
ing or any other respondent. 

Wheeling has consented to the Order and, in accordance with the terms of the 
settlement, will not appeal therefrom. 

Without limiting in any way the terms of the Order, it may be stated, by way 
of summary, that the injunctive portions thereof prohibit each respondent and 
its personnel, in, or in connection with, the offering for sale, sale and distribu- 
tion in commerce of steel products, from— 

(a) entering into any planned common course of action, understanding, or 
agreement between two or more respondents, or between one or more respond- 
ents and others not parties to the proceeding, to do any of the things specified 
in subparagraphs (1) through (7) of paragraph I of the Order; 

(b) cooperating in, carrying out or continuing any such planned common 
course of action, understanding, or agreement; and 

(c) knowingly contributing, in the manner specified in paragraph II of the 
Order, to the maintenance or operation of any such planned common course 
of action, understanding, or agreement. 
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II. COMPLIANCE WITH THE ORDER 


A, Prior to the signature on behalf of Wheeling of the above-mentioned Memo- 
randum for the Commission Regarding Settlement dated May 9, 1951, said meme- 
randum and all appendices thereto, including the proposed form of order con- 
tained in Appendix 3 thereto (which was identical, in so far as applicable to 
Wheeling, with the Order subsequently entered), were carefully considered by 
the principal executives of Wheeling, and discussed with counsel. 

Similarly, following the issuance by the Commission of its tentative decision, 
above referred to, on June 15, 1951, the proposed form of order included therein 
received the further careful consideration of the executives of Wheeling, and was 
further discussed with counsel. 

Immediately after receipt by Wheeling on August 18, 1951, of the Order, as 
finally issued, the further steps detailed in Section C of this Part II, of this 
Report, involving further extensive consideration of the Order by Wheeling per- 
sonnel and discussion with counsel, were initiated. 

At each of these successive stages, moreover, the activities and policies of 
Wheeling were carefully reviewed, thus continuing the process of intensive self- 
analysis that had been carried on since the outset of the proceeding in connection 
with the conduct thereof. 

It is in the light of the foregoing that the following statements are made: 

At the time of the issuance of the Order and prior thereto Wheeling was, and 
at all times since has been, and now is, complying with the Order in all respects. 

Wheeling is not, nor was it at any of such times, a party to any planned com- 
mon course of action, understanding, or agreement between any two or more of 
the respondents, or between any one or more of the respondents and others not 
parties to this proceeding, to do or perform any of the things specified in sub- 
paragraphs (1) through (7) of paragraph I of the Order. 

Wheeling is not, nor was it at any of such times, cooperating in, carrying out 
or continuing any such planned common course of action, understanding, or 
agreement. 

Wheeling does not know, nor did it at any of such times know, of any such 
planned common course of action, understanding, or agreement. Accordingly, 
Wheeling is not, was not, and could not have been, a knowing contributor to the 
maintenance or operation of any such planned common course of action, under- 
standing or agreement. 

B. In connection with the foregoing Wheeling respectfully directs attention 
to the following facts: 

(1) Since August 1948, Wheeling has not quoted or sold any steel product 
covered by the Order on any “basing point” method. On the contrary, it has, 
in general, quoted and sold such products f. o. b. mill, or, at the customer’s 
option, at delivered prices computed by adding actual transportation charges to 
f. o. b. mill prices. It has, however, reserved, and now reserves, the right, in the 
quotation of prices for, and sale of, such products, to meet competition, in whole 
or in part. 

It is the understanding of Wheeling that the Order neither requires nor 
prohibits the use by any respondent of any particular method or practice of 
quoting or pricing steel products, but that its provisions are directed against 
planned concerted action and knowing contribution thereto. 

The above-mentioned pricing methods and practices of Wheeling are, and 
have been, pursued by it independently and without such concert or knowing 
contribution. Wheeling reserves the right so to pursue any other method or 
practice of pricing or quoting its products in the future. 

(2) The prices quoted and charged by Wheeling as aforesaid likewise are, and 
have been, so determined by it, subject, however, to controls over prices estab- 
lished by the Federal Government. Wheeling reserves all rights so to determine 
and change its prices in the future. 

(3) During the course of this proceeding, and in the Findings as to the Facts 
and Conclusion, reference was made to the Freight Rate Books, and revisions 
thereof, formerly published and sold by respondent American Iron and Steel 
Institute. It is the understanding of Wheeling that publication, revision, and 
sale of such books by American Iron and Steel Institute was discontinued over 
a period of time and ended before June 30, 1950. Wheeling did not receive any 
such book or revision from American Iron and Steel Institute after that date. 
By then such substantial changes in rail rates had occurred that all such books 
and revisions had become obsolete. Accordingly, Wheeling has not retained 
any of such books or revisions. 
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Wheeling has, and for many years has had, its own Traffic Department, which 
computes fright rates and charges from official tariffs and maintains compila- 
tions of rates and charges. Prior to the discontinuance and obsolescence of 
the American Iron and Steel Institute Freight Rate Books and revisions, they 
were used on occasion to cross check the accuracy of such computations and 
compilations. In the event of a discrepancy the matter was then further investi- 
gated and the correct rate or charge determined by the Traffic Department. 
However, Wheeling is not now, and at the time of issuance of the Order and 
prior thereto was not, using any such book or revision in computing prices or 
quotations for its products, or otherwise. 

(4) The facts set forth in subdivisions (1), (2), and (3) of this Section B do 
not purport to reflect steps taken by Wheeling as a result of the Order and in 
order to comply therewith. They are referred to because they illustrate that, 
at the time of the issuance of the Order and prior thereto Wheeling was, and at 
all times since has been, and now is, in compliance. 

C. In addition to the steps taken prior to the issuance of the Order, described 
in Section A of this Part II of this Report, the following steps have been taken 
since the issuance of the Order to assure that it will be complied with, and to 
prevent nonobservance, in the future: 

(1) Immediately after receipt by Wheeling of a copy of the Order on 
August 13, 1951, N. C. Reed, Vice President in Charge of Sales prepared 
General Sales Division Advice Sheet No. 238, a copy of which is annexed 
hereto as Exhibit 1, setting forth in haec verba the text of the Order (ex- 
clusive of the caption, the preliminary recital and the names of the respond- 
ents and related matters). On or about August 14, 1951, Mr. Reed trans- 
mitted copies of said Exhibit 1 for study to all Division and District Sales 
Managers. Within a short time thereafter copies of said Exhibit 1 were 
also distributed to all other sales representatives of Wheeling and to all 
other personnel who might be in a position to affect Wheeling’s compliance 
with the Order. 

(2) After receipt by Wheeling of the Order as aforesaid, the executives 
of the Company continued their study of its terms (theretofore set forth in 
the Commission’s tentative decision), to which reference has been made in 
Section A above, and held supplementary discussions regarding such terms 
and the meaning thereof with counsel. 

(3) Thereafter, on October 31, 1951, a Directive from W. W. Holloway, 
Chairman of the Board, and John L. Neudoerfer, President, Regarding 
Compliance with Sherman Act, Federal Trade Commission Act, and Order 
of Federal Trade Commission dated August 10, 1951 (a copy of which is 
annexed hereto as Exhibit 2), was transmitted to each of the persons whose 
names and positions are set forth in Exhibit 3 hereto. Said persons include 
all Wheeling personnel who might be in a position to affect Wheeling’s 
compliance with the Order. 

As more fully appears from said Exhibit 2, said directive not only 
instructed all representatives of Wheeling to continue to comply with the 
Order in every respect, but recapitulated Wheeling’s own policies and 
instructions (which in many respects go beyond the terms of the Order) 
regarding the Sherman Act, the Federal Trade Commission Act, and matters 
of the kind charged in the Complaint in this proceeding. 

(4) Such instructions are being, and will continue to be, enforced, subject, 
however, to the right of Wheeling, hereby reserved, to adopt in the future 
new or revised policies or instructions not inconsistent with law or the 
terms of the Order. 

D. On the basis of the facts above stated Wheeling respectfully reports that 
it is and will continue to be in full compliance with the Order. 

WHEELING Sreev Corp., 
By Joun L. Nevupoerrer, President. 

Dated: November 5, 1951. 
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ExHisit 1 
WHEELING STEEL CorpP., 


Wheeling, W. Va., August 14, 1951. 
To: District sales managers. 


(Attention of Division sales managers. ) 
Subject: Federal Trade Commission v. American Iron and Steel Institute et al. 


GENERAL SALES DIVISION ADVICE SHEET No. 238 


The complaint by the Federal Trade Commission, dated November 13, 1947, has 
resulted in the following order : 

We, and the other respondents, are ordered to ‘‘forthwith cease and desist from 
entering into any planned common course of action, understanding or agreement 
between any 2 or more of said respondents, or between any 1 or more of said 
respondents and others not parties hereto, and from cooperating in, carrying 
out or continuing any such planned common course of action, understanding or 
agreement, to do or perform any of the following things: 

“(1) Adopting, establishing, fixing or maintaining prices or any element thereof 
at which steel products shall be quoted or sold, including but not limited to 
base prices, the extras which shall be added to, or the deductions which shall 
be made from, any base price for any specified characteristic, or loading charge 
or delivery charge or terms of discount, credit, or other conditions of sale. 

“(2) Collecting, compiling, circulating or exchanging between or among 
respondents, or any of them, a list or lists of base prices or of prices by any 
other designation, or extra charges thereto or deductions therefrom for any 
specified characteristic or quantity of steel products or services connected there- 
with used or to be used in computing prices or price quotations of steel products; 
or using, directly or indirectly, as a factor in computing price quotations or in 
making, quoting or changeing prices any such list or lists so collected, compiled, 
circulated or exchanged. 

“(3) Collecting, compiling, circulating or exchanging between or among re- 
spondents, or any of them, a list or lists of freight rate factors, transportation 
charges or other charges relating to transportation or loading or other services 
connected therewith, used or be used in computing prices or price quotations of 
steel products, or using, directly or indirectly, as a factor in computing price 
quotations any such list or lists so collected, compiled, circulated or exchanged. 

“(4) Formulating, devising, adopting, establishing, fixing or maintaining 
methods or practices or quoting and selling steel products to railroads or other 
particular classes of customers. 

“(5) Quoting or selling steel products at prices calculated or determined 
pursuant to, or in accordance with, any system or formula which produces 
identical price quotations or prices or delivered costs, or which establishes a 
fixed relationship among price quotations or prices or delivered costs, or which 
prevents purchasers from securing any advantage in price in dealing with one or 
more of the respondents as against any of the other respondents. 

“(6) Failing to quote or to sell and deliver any steel products f. o. b. at the 
plant of manufacture thereof. 

“«7) Causing to be done any of the things described in the preceding subpara- 
graphs (1) through (6) through action of respondent American Iron and Steel 
Institute or any subdivision of committee of said institution or any individual, 
or other corportaion or organization. 

“II. It is further ordered that each of the respondents do forthwith cease and 
desist from acting individually or otherwise, so as knowingly to contribute to 
the maintenance or operation of any planned common course of action, under- 
standing or agreement between and among any 2 or more of the respondents 
or between any 1 or more of them and others not parties hereto through the com- 
mission of any of the acts, practices, or things prohibited by subparagraphs 
(1) through (6) of paragraph I of this order. 

“III. Provided, however, That, in interpreting and construing the foregoing 
provisions of this order, it is understood that— 

“(1) The Federal Trade Commission is not considering evidence of uni- 
formity of prices or any element thereof of two or more sellers at any desti- 
nation or destinations alone and without more as showing a violation of law. 

“(2) The Federal Trade Commission construes the phrase ‘planned com- 
mon course of action’ and the word ‘continuing’ contained in this order as 
interpreted by the Supreme Court in F. T. C. v. Cement Institute (333 U.S. 

22805—59—pt. 8 20 
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683, at p. 728), and by the Court in American Chain & Cable Co. vy. F. T. C. 
((CA 4th 1944), 139 F. 2d 622). 

“(3) The Federal Trade Commission is not acting to prohibit or inter- 
fere with delivered pricing or freight absorption as such when innocently 
and independently pursued, regularly or otherwise, with the result of pro- 
moting competition. 

“(4) The findings and the conclusion which the Federal Trade Commission 
has made in this case have been expressly set forth in the findings as to 
the facts and conclusion that precede this order and are complete. 

“(5) Nothing contained in this order or the understandings in connection 
herewith shall be construed to affect (a) the duty, authority, or power of 
the Federal Trade Commission under the provision of section 5 (b) of the 
Federal Trade Commission Act to reopen this proceeding and alter, modify, 
or set aside in whole in in part any provision of this order whenever in the 
opinion of the Federal Trade Commission conditions of fact or of law have 
so changed as to require such action or if the public interest shall so require, 
nor to prevent representatives of either the Federal Trade Commission or of 
the respondents or any of them from moving to so alter, modify, or set aside 
in whole or in part any provision of this order; or (b) any such right as 
the respondents, or any of them, may have under the law to question or 
contest any such action by the Commission in so reopening this proceeding 
or in so altering, modifying, or setting aside this order, either before the 
Commission or upon review or otherwise in any competent court. 

“IV. It is further ordered that the respondents shall, within 60 days after 
service upon them of this order, file with the Commission a report in writing, 


setting forth in detail the manner and form in which they have complied with 
this order. 


“By the Commission. 


[SEAL] “D.C. DANIEL, Secretary. 
“Tssued August 10, 1951.” 


After this order has been thoroughly studied you will be advised of any steps 
necessary to take to insure compliance. 


N. C. REEp, 
Vice President in Charge of Sales. 


Exursit 2 


OcrToser 31, 1951. 
DrrecTivE REGARDING COMPLIANCE WiTH SHERMAN ACT, FEDERAL TRADE 


COMMISSION ACT, AND ORDER OF FEDERAL TRADE COMMISSION DATED AUGUST 
10, 1951 


As you will recall, the Federal Trade Commission in 1947 instituted a pro- 
ceeding against the American Iron & Steel Institute and substantially all the 
manufacturers of steel in this country, including our company. The amended 
complaint in that proceeding charged the respondents with violating section 5 
of the Federal Trade Commission Act between 1935 and November 1947, through 
conspiracy to restrain the sale of steel products by various means, including 
collusive basing point pricing and collusive compilation and use of freight rate 
books in connection therewith. 

Our company and each of the other respondents promptly and vigorously denied 
those charges and actively contested them at each subsequent stage of the long- 
drawn-out proceeding. Indeed, the case might have continued for an indefinite 
period had not the matter been settled in the interests of avoiding great addi- 
tional expense and of conserving the time of the personnel involved. The 
settlement was effectuated through the issuance by the Commission on August 
10, 1951, of an order, entered upon the consent of the respondents, but without 
any admission of wrongdoing by them or any finding of conspiracy or collusion 
by the Commission. 

The Commission’s order was received by our company on August 13, 1951. 
Copies were distributed among company personnel for study under date of 
August 14, 1951, and an additional copy is attached hereto for convenient refer- 
ence. The order has had the careful consideration of our executives and, it is 
believed, of all company personnel in any way affected thereby. 
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It goes without saying that the order of the Commission, entered with our 
company’s consent, shall continue to be complied with in every respect by all 
representatives of the company. But beyond that, the executive officers of the 
company wish at this time to reemphasize to the company’s personne! its policies 
regarding matters of the kind charged in the recent proceeding. 

Our company has always earnestly desired to observe the letter and spirit of 
all laws, including the Federal Trade Commission Act and its parent statute, 
the Sherman Act. Furthermore, it has striven, and will continue to strive, to 
avoid even suspicion of law violation. This directive, prepared with the aid 
of counsel. is designed to implement those longstanding policies, and the in- 
structions which have been given from time to time to carry them out, by 
recapituiating them in compact and convenient form. Its purposes are to assist 
company personnel not only to comply with the above-mentioned statutes and 
the Commission’s order, but also to forestall any suspicion of violation. 

Accordingly, company personnel should study and must follow this directive 
with great care. If any recipient has any questions to ask about the subject 
matter, he is invited and urged to communicate with his immediate superior. 


GENERAL BACKGROUND 


The Sherman Act makes unlawful every contract, combination, or conspiracy 
“in restraint of trade.” Violation is a very serious matter, exposing the 
violator to fine, imprisonment, injunction, and treble damages. 

The Federal Trade Commission Act (sec. 5), as interpreted, not only pro- 
hibits everything made unlawful by the Sherman Act, but also, among other 
things, activities stemming from agreement, understanding, or planned common 
course of action which, if unchecked, would probably lead to “restraint of trade.” 
Violation of this statute is also a very serious matter, exposing the violator to a 
cease-and-desist order. Moreover, violation of a Commission order (including 
the consent order of August 10, 1951) exposes the violator to a penalty of as 
much as $5,000 per day. 


Infractions of any of the foregoing by an employee may be attributed to the 
company by which he is employed. 


INFORMALITY OF WRONGFUL COOPERATION NO DEFENSE 


Some businessmen have erroneously believed that they were not covered by 
the above laws unless they became parties to formal agreements (contracts) 
having the prohibited purpose or effect (restraint of trade, actual or probable). 
Nothing could be further from the fact. Cooperation or working together, pur- 
suant to any agreement, understanding, arrangement, or plan, however informal, 
is unlawful if it has the prohibited purpose or effect. And such wrongful cooper- 
ation may be found to have arisen from a mere conversation, an exchange of 
letters, or even from an “acceptance (by conduct) * * * of an invitation to par- 
ticipate in a plan, the necessary consequence of which, if carried out, is (such) 
restraint” of trade. 

Similarly, when the Federal Trade Commission in paragraph I of its order of 
August 10, 1951, prohibits the company and its personnel from entering into 
any “planned common course of action, understanding, or agreement” with a 
respondent or nonrespondent to do any of the things specified in subparagraphs 
(1) through (7) of paragraph I of the order, it is referring to concerted action or 
cooperation, however informal, to do those things. 

It is to be borne in mind, moreover, that, although the above paragraph of 
the Commission’s order does not prohibit independent, as distinguished from 
concerted, action, the courts in recent years have shown a tendency to infer the 
existence of prohibited cooperation on the basis of slight and sometimes ambigu- 
ous evidence. It is, therefore, imperative that our company personnel avoid, 
in: the practical ways stated below, the doing of things which might be mis- 
interpreted. 

COMPETITORS, PRICES, AND RELATED MATTERS 


It would obviously be impossible, without writing a legal treatise, to attempt 
to discuss all the types of cooperation which might be held improper (i. e., as 
involving restraint of trade, actual or probable) under the above laws. Our 
legal department should be consulted in any case not covered by this directive 
concerning which anyone has any doubt. 
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“The clearest and most obvious form of antitrust violation,” however, is cooper- 
ation among competitors to establish uniform selling prices or quotations for 
their products. 

Likewise unlawful or of dubious legality is cooperation among ecompetitors— 
to establish a fixed relationship between their prices or quotations; or 
to establish uniformity in, or a fixed relationship between, charges con- 

situting elements of their prices or quotations, such as charges for extras, 
loading, or delivery ; or 

to establish uniformity in, or a fixed relationship between, deductions or 
discounts from their prices or quotations ; or 

to establish uniform terms of sale or terms having a fixed relationship; or 

to submit uniform bids or bids having a fixed relationship; or 

to raise, lower, or stabilize prices, quotations, charges, deductions, dis- 
counts, terms of sale, bids, or price levels ; or 

to implement, make effective, or ‘police’ any of the foregoing types of 
concerted action. 

To illustrate: The steel companies in the recent proceeding would have been 
acting illegally had they (as was charged, but emphatically denied and not 
found) in reality agreed not to quote or sell f. o. b. mill, but to sell on a 
multiple-basing point system and use American Iron and Steel Institute freight 
date books in computing freight charges, with the object of maintaining uniform 
delivered prices. Indeed, collusion among competitors to sell f. o. b. mill 
exclusively would also be unlawful. 

It would, of course, be contrary to the company’s policy for any of its repre- 
sentatives to engage in any of the types of cooperation with competitors listed 
above. Moreover, to guard against the possibility that the company may 
erroneously be charged with any such activity (or any like activity), company 
personnel must not do any of the following, which might be subject to misin- 
terpretation or criticism: 

Discuss with a competitor prices, extras, deductions, charges, discounts, 
terms or conditions of sale, bids, pricing methods, or pricing practices, 
whether of the company or of the competitor ; 

Furnish to, or solicit or accept from, a competitor any pricelist, list of 
extras or deductions, or any other price information (including informa- 
tion as to charges, discounts, terms or conditions of sale, bids, or pricing 
methods or practices) ; 

Furnish to, or solicit or accept from, a competitor any list of freight 
rates or transportation charges for steel products, or of any other charges 
relating to transportation or loading of such products or services connected 
therewith; or participate with any competitor in the compilation, collec- 
tion, or distribution, of any such list ; and 

If one is a sales representative, maintain membership in, or attend 
meetings of, any club, group, or organization (other than American Iron 
and Steel Institute), the membership of which consists primarily of 
representatives of competitors. 


RESALE PRICES 


The company has not “fair traded” any of the products it manufactures 
and sells. Therefore, it would be unlawful for the company to enter into any 
agreement or understanding with any purchaser as to the prices at which, 
or the terms on which, the company’s products are to be resold. It would 
likewise be unlawful for the company, through a “policing” system carried 
on with jobbers or other producers, to undertake to fix or maintain resale 
prices or terms. 

Accordingly, it would be contrary to the company’s policy for any of its 
representatives to engage in any such activities. 

The foregoing statements do not, of course, prohibit agreements between 
the company and jobbers acting as agents on direct shipments of the company’s 
products. Nor is anything said above to be construed as an abandonment by 
the company of its legal right to suggest resale prices or terms for its products 
to purchasers. On the contrary, the company reserves complete freedom to 
make such suggestions. However, to guard against misinterpretation, no action 
should be taken with respect to purchasers failing to observe any suggestions 
which the company may make, without the prior approval of our legal depart- 
ment. 
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OTHER PROHIBITED ACTIVITIES 


It is the policy of the company not to engage in any of the activities prohibited 
in this directive either directly or indirectly through any party outside the Wheel- 
ing organization, including any trade organization or any committee or subdivi- 
sion thereof. 

For example, it would be contrary to the policy of the company for any of our 
representatives to make or participate in any arrangement with such an outsider 
either (a) to furnish to our competitors any price list, list of extras or deduc- 
tions, or other price information of the company, or (0) to transmit to us com- 
petitors’ lists or price information furnished by them to the outsider for that 
purpose. 

Moreover, to guard against misinterpretation, it is the company’s policy not to 
contribute to, purchase or subscribe for, obtain, or use any compilation or list of 
freight rates or transportation charges for steel products, or of other charges 
relating to transportation or loading of such products or services connected there- 
with, published by any other individual, corporation, or organization. 


ACTIVITIES WHICH ARE PROPER UNDER THIS DIRECTIVE 


Nothing said above is to be construed to prohibit the doing of any of the fol- 
lowing in the ordinary course of business: 

The acquisition from customers of any information of competitive value 
obtained by them in the ordinary course of business, including competitors’ 
price and extra lists and other information relating to the prices or delivered 
costs of competitors’ products ; 

The use of any information of competitive value published in the press; 

The acquisition from any source supplying products purchased by the com- 
pany of information pertinent to any contemplated purchase, or the negotia- 
tion or execution with any such source of any purchase or contract of pur- 
chase on lawful terms; 

The dissemination among customers or prospective customers of informa- 
tion pertinent to the sale of the company’s products (including price and 
extra lists and other information relating to the prices or delivered costs of 
such products), or the negotiation or execution of any sale or contract of 
sale on lawful terms; 

The release to the press of such information regarding the company’s busi- 
ness as its personnel charged with responsibility therefor may deem advis- 
able; 

Attendance at conventions, meetings, or social events which are primarily 
functions of customers or prospective customers (such as the canners’ con- 
vention and the conventions of hardware associations and pipe supply asso- 
ciations), even though representatives of competitors may also attend: 

The exchange, acquisition, or release of the usual types of credit informa- 
tion, unaccompanied by agreement or understanding as to the use to which 
such information shall be put; 

Maintaining membership in, or participating in the activities of, NPA 
and OPS advisory committees, or “task forces” assigned to special problems, 
under governmental supervision, provided the activities of such bodies are 
conducted in accordance with governmental regulations ; 

Cooperating with others in research and in the solution of technical prob- 
lems; or 

Maintaining membership in, or participating in the activities presently 
carried on by, American Iron and Steel Institute, its board of directors, 
committees, or subcommittees. 


WHAT TO DO IF THE ACTIVITIES OF OTHERS CONFLICT WITH OUR POLICY 


It is important that the company be in a position at all times to protect 
itself against an erroneous charge of participating in, or knowingly aiding and 
abetting, wrongful cooperation. 

Accordingly, in the unlikely event that any activity prohibited by this 
directive is proposed to any representative of the company, or discussed in his 
presence, he should promptly announce that such activity is contrary to the 
policy of the company, withdraw, and bring the occurrence to the attention of 
his superior, who will in turn advise the vice president to whom he is 
responsible. 
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Similarly, if any representative of the company should learn that other cor- 
porations, organizations, or individuals are engaging in activities which are 
prohibited in our company by this directive, he should promptly advise his 
superior, who will in turn bring the matter to the attention of the vice president 
to whom he is responsible. 

Any further action to be taken in connection with such an occurrence shall 
be taken only after decision by the president or vice president in charge, who will 
consult with our legal department. 

This procedure is required to enable the company to protect itself from 
erroneous charges of the kind mentioned above. 


UNCLEAR LETTERS OR COMMUNICATIONS 


It is an unfortunate fact that letters or communications which are vague or 
unclear may be misinterpreted by law-enforcement authorities at a later date. 
In order to protect itself, the company, therefore, earnestly requests that its 
personnel exercise particular care in this regard. Remember that the company 
not only wishes to observe the law, but to avoid any appearances that may be 
embarrassing. Please act accordingly. 

W. W. Horioway, 
Chairman of the Board. 
JOHN L. NEUDOERFER, 
President. 





Mailing list for directive regarding compliance with Sherman Act, Federal 
Trade Commission Act, and order of Federal Trade Commission 


Exurstit 3 





10, 1951 
Name Title Department 
i cc os eins ents | Vice president, sales------ ..| Executive sales. 
Bay SIR rondo cds aeod Assistant vice president, sales___| Do. 
WY, Bess ose mse ante General manager of sales__......| General sales. 
Ce ic ciiccicntiennn Assistant general manager of Do. 
sales. 
Vv". M. Westwood-_-__-.-----.-- EE ae eee Do. 
L. N. McCutcheon... -.----- | Sales trainee a Do. 
a a ail aml Do. 
WE Oa, EEE. oon nccowcssene es Oa dtete ab pieeaesie Do. 
B®. Sepsis; Jr. 22-55-52 Se heel oitd xb eda Sasa Do. 
W. G. Owens................| Manager, flat rolled excess divi- | General sales operating 
sion. 
5 .. D. Fees oo Seeds c lieu | eee Commercial sales. 
H. G, Sommer enash tS as: Malee bik Sole See Secondary products sales. 
De, Ea NE ns iiensenninees caecaes Sheet sales. 
Se I rt se trreras _..| Assistant man: ager. Do. 
BS eae ce ans ji Do. 
Ps aieg 885.5 05s - <2]. 2 88 1 Tae eee Do. 
R. H. Weeks. » Head clerk. a iis ; Do. 
Os 7. pee. 25-5. 2 a es ie es - Do. 
R. L. Brammer- ---- Manager Sa Shipping container sales 
J.C. Heft... Assistant to man: age ee Do. 
J. E. Boddy-__- Salesman. Do. 
J. H. Fleming- Clerk. -.... Do. 
F. A. McClelland --_- Manager_. Tin plate seles 
J. A. Holloway Assistant manager - - Do 
P. F. Davies_-.-_- Assistant to manager Do. 
F. C. Goodwin_.- Head clerk Do. 
B. A. Paul _. Clerk... Do. 
I. J. Koehnline _- Manager_- Metal decorating 
C, E. Bates.....- Assistant to manager-- Do. 
O. I. Strickland. -_-__- Manager_- Tubular sales 
8. C. Wood___- Assistant manager - - Do. 
K. P. House__- .do.. Do. 
E. J. Doyle_--- Assistant t > Do 
T. E. Stewart. --_-_- Pens utes Do. 
C. N. Reeves-..- Manager-_- Defense controls (3 copies). 
D. R. Beard_-__-- Assistant to manager Do. 
M. L. Hopkins... do... Do 
L. K. Schaub_-__--- si ea Do. 
W. W. Brooks_____. | District sales manager- Atlanta office 
Lynn R. Snyder----- Salesman. Do. 
S. A. Meder os Do. 


Mary F. Browne 


3 Office mani ager 


Do 


, dated Aug. 
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ExHisiT 3—Continued 


Mailing list for directive regarding compliance with Sherman Act, Federal 


Trade Commission Act, and order of Federal Trade Commission, dated Aug. 
10, 1951 


| 
Name 


| Title Department 
$$$ $$ | $$$} nemesis 
| 
D. M. MacNeil_. | District sales manager | ees, office. 
Vera F. Keane | Office manager | 
R. H. Wheat, Jr _| Salesman___- De 
J.S. Borland. District sales manager _- Buffalo office. 
George Ingleson - | Salesman___. Do. 
C. D. Oliver -do-_. Sd ; | Do. 
Mrs. K. M. Sullivan-.. | Office manager Do. 
J. M. Sullivan District sales manager- | Chicago office. 
F, X. Rinehart | Salesman - | Do. 
R. L . Smith | Resident salesman -. -- Do. 
P. T. Wilson | 00... dati Do. 
L. B. Pickard _. | Salesman _-__- Do. 
H. H. Roscoe Office manager ‘ Do. 
Kathryn Byrne | Stenozrapher__- Do. 
A. S. Hamilton | District sales manager-_. | Cincinnati office. 
W. E. Chapman_.- Salesman. _-_ cee | Do. 
E. C. Thompson. . | Resident salesman- -_- | Do. 
C. L. Cunliffe .do._ ‘ | Do. 
i. As ee wn | Salesman. _- | Do. 
M. B. McCafferty - - -- | District sales manager -_- | Cleveland office. 
H. O. Albrecht | Salesman. - - : Do. 
H. M. Pierce- | District sales manager-_- | Detroit office. 
G. W. Edmunds. ._- | Salesman... | Do. 
F. R. Meyer-- Ye Do. 
H. E. Winston_. | a... . Do. 
R. O. Mann... | 7 | | Do. 
W. D. Wilson. ere ees Do. 
Helen Barry- | Stenographer-_-__- Do. 
H. L. Miller__- District sales manager-_- Houston office. 
W. J. Juergens- | 


Salesman. - - ‘ Do. 
R. B. Gillooly- ses } Do. 


- 
H. W. Schroeder - - - | District sales manager --- New York office. 
C. 8. Larsen Assistant district sales manager. Do. 
M. P. Apostolik Salesman - - - | Do. 
A. W. Hurlbut | es Do. 
F. M. Magoon. - -- ee | Do. 
Leonard O’ Malley---- eee: | Do. 
L. A. Paul-- pe Ma ama | Do. 
S. H. Waters __ -do. | Do. 
J.J. Maschenic__. Export sales man: ager. __ Do. 
Yrene McCabe__ Office manager Do. 
BO OO eee sare | District sales manager __-_----- Philadelphia office. 
Jonathan Prichard __.....---| NS. oa nnchinencmccwut en Do. 
John C. Mallory _.....-.---.. FR ect. othaee cabs uknnn oe cane Do 
James F. Macaulay : ME eeeleaetusatenm San Do. 
Wm. F. Monagle .| Order clerk si ichacs Gebeneoane Do. 
B. R. Neely.-.--- .--.| Office manager..........- pigivad Do. 
= M. Sharp | District sales manager _..-.---} St. Lonis office. 
. C. Yanda-. .---| Resident salesman. -_......----- Do. 
R. ae ey ere Do 
N, L. EI, vc iiuithoweak NO id enim Do. 
F. J. Howie, Jr ; PRS kde ne bisahcokeess . Do. 
V.C. Dollman. ..-| Pacific co: ist manager. ‘ ls San Francisco office. 
R. M. Clemans __.------| District sales manager. _____- Wheeling district sales. 
A. L. Hartley.....--....--.-| Salesman bain deigeladh beau No. 
S.J. Selkirk _ < Wesaeme Te aie ee ee pelales Do. 
Dat ANGURG. 6a vnccsucsuas oe ‘erk sane Do. 
Hazel M. Hoover ___. ..-.-| Clerk and stenog-apb er__- ‘ Do. 
Bdwia ©. Jenson: ........< j General traffic manager __- Traffic 
a ff! ee Assistant general traffic manager Do. 
H. C. Thalman Fxport traffic manager____..._- Do 
Co. BE. cin dc | Chief clerk eens Do. 
Earl D. Adams _...| Director of pure hases | Purchasing. 
Ts Wk WR. @cac---nnceeeeg | Assistant to director of pur- | Do. 
chases. | 
C, E. MeCleery es ceed Assistant director of purchases. - Do. 
C H. Schneidmiller__._......| Assistant purchasing agent- | Do. 
George J. Exmer._........--.- Purchasing agent_-_-_. } Do. 
F. C. Driehorst _..| Assistant purchasing agent Do. 
©. "UF. en. ..- on acicsaves | Purchasing agent___. Do. 
E. E. Meagle _...| Assistant purchasing agent. Do. 
= W. Hochstrasser- -.---..--- | Purchasing agent. ES Do. 
An. .<tsaauseween, | Assistant purchasing agent. Do. 
ry. Eilerman_...._._-------| Purchasing agent..__ — Do. 
Be: Oy ME MRS occ dnnens dbeeoel | Assistant purchasing agent- Do. 


H. F. Kindelberger foe Purchasing agent___-_---- Do. 
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Exuisit 3—Continued 


Mailing list for directive regarding compliance with Sherman Act, Federal 
Trade Commission Act, and order of Federal Trade Commission, dated Aug. 
10, 1951 

















Name Title Department 
A I disci eet ngicnion gape | Assistant parsharing ages haptics Purchasing 
ge Re ennénnnon einen | Expediter : 3 Do. 
G. E. Hobstetter___.------- Special clerk _ .__------ ied Do. 
OG OS eS Ee es eae ene ee Do. 
L. W. Franzheim__-...----- Vice president and treasurer... Treasury. 
N. W. Hocking.......... ..-| Assistant treasurer----..-..-..-- Do. 
ey co ceensananen Te Li a Do. 
eee .| Cashier -_- ee Do. 
H. L. Rebrassier --.-....-...-. fo aa swans Compensation. 
W. E. Woollenweber- ------- isk scdndacescililier sia Credit and collection. 
J. D. Bergundthal_-_.-..-.... Assistant manager -_---.-.------- Do. 
ty EE BIRT in eee ge nce ckepinipanknmen Do, 
ky ee | Secretary and assistant general | Legal. 
counsel. 
ery B. Home. ........acit DG vbiccnccecnsdeebened Do. 
0 a ee alk peas atalbamesnipanaletina Sion Do. 
SS aE ene | Assistant secre stary ssieissessigce eal Do. 
J. H. McElhinney--........- Vice president, operations....._._| Operating. 
W. E. Ackermann.------.. Assistant vice president and | Operating (6 copies). 
general manager of factories. 
Bes ROWE, <n ccenncene _..| Assistant vice president, in- Do. 
dustrial relations. 
Geo. P. Hansen. .-.--.-.-..-- .| Assistant vice president, steel | Operating. 
plants. 
oe 3 eee Assistant to vice president, Do. 
operations. 
a. OG. i...... s taihise haloes Director of metallurgy and | Operating (3 copies). 
development. 
W. F. Copp-.-----..- avout Assistant director of metallurgy | Operating. 
and development. 
CB. re... cece Manager, standards and prac- Do. 
tices. 
M. D. Ayers Eciaetae aaa Chief engineer -____-- dticeb Do. 
ee Os ocmipeonieibuleble Director, welfare and safe ty. Do. 
6 wend General superintendent, galva- Do. 
| nizing. | 
Se POU anideesresnianses Special metallurgist _--......-.--- Do. 
B. B. Sayder.............. | Refractories engineer ---- ‘ Do. 
Bis Be WOO a cw cnine | Assistant to general manager, Do. 
| technical. 
Capt. R. E. Reed..........- Manager, marine department_..| Operating (1 copy). 
Geo. C. Trevorrow__........| General superintendent of mines 0. 
W. H. Richards-_-...........| Manager, claim aeperterens -.| Operating (3 copies). 
George A. Scheetz_---- General manager ...--| Yorkville works (6 copies). 
G. 8. Coleman. ...---- Assistant general manager__.-- Do. 
P. a? Koenemund. - ‘ Jeneral manager.----...--..--.- Benwood works (6 copies). 
eo Rogerson, A, P. I... Supervisor of inspe ction____- | Do. 
Ww. r’ Steele_.._. .....| General manager..- .--- ‘ Steubenville works (6 copies) 
A. H. Shonkwiler____- Assistant general manager---- Do. 
W. M. Hall.-_-- : General manager-.--------- LaBelle works (6 copies) 
Bet, Et oc cmockwene x a cali .....-.| Beech Bottom works (6 copies) 
J. F. Baxa_- es Ne NN a nic cooing Ackermann factory (6 copies). 
R. W. Oldham___- euthasae-sellnts sb erenrrss Cheeses Martins Ferry factory (6 copies) 
Theodore O’Konski.........|.----do_.__- ins Steelcrete factory (6 copies). 
B. i, 20mg... -.-- ee IR os heii Wheeling factory (6 copies). 
Sh a ciniaonewenuwn Manager of product tion. s Operating (2 copies). 
Tey SN etesctnoe See PE cv i:dcvecevactes --.----| Order (17 copies). 
Sa eo 0 Sa 
CRB | ES RS ae Cost accounting. 
Jf “Siero ..do nid cabeiibndiins mab List — accounting and accounts rereiv- 
able. 
OS ees OS ee Inventory accounting. 
& ©” "eae SND 5 3. ccuevccnonciekeele Invoicing. 
5) ¢  " ” RSE ES ees eS eee mesa Plant and property. 
TE CE Soncaneusesbhue ‘i eet e muda was ce .| Statistical. 
eS cciccmnbaesonaien J ee _.....----| Auditor of expense accounts 
Ie Bs WE. gos cccceccccoe Assistant comptroller _ sw ttdsioihtidae Comptroller's division. 
ee 6 i mececcenene | IIIS, oon cinivcccesccnkonll Do. 
R. D. 8 vinburne............| Comptroller...............-.....| Executive. 
eS OD Ee ....| Mailing and messenger. 
ie ED. oo coc nvccuan | Chief of office service ...........| Office service. 
a 3 ..| Secretary and treasurer_.........| Ackermann factory. 
Be EE ED ccacc<nncn~cnds] SEER —d50~s-ndiwean satesdked Do. 
ESSE SS. Sa ee | Steelevete factory. 
EE eS | eee ..| Martins Ferry factor y. 
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Exuisirt 3—Continued 


Mailing list for directive regarding compliance with Sherman Act, Federal 
Trade Commission Act, and order of Federal Trade Commission, dated Aug. 
10, 1951 








Name Title Department 
Dy RNR dice eaten’ gh CO a iiss ce ci ans Wheeling factory. 
ae SRR aera 4 Seth licorice kien ae Beech Bottom works. 
DS Bik SI onc macaw ecaen ek ta Si Benwood works. 
fb eee eee ee Reeve 
Re Oe ic Fie SOR s karen tareaeeS ..| Steubenville works. 
J. P. Fitzgerald_- . do_. es Xorkvilie works. 
W. W. Saunders____- Assistant comptroller... se yane oll auditing. 
J. H. Schneidmiller_. i Manager. -- ----- ‘ abulating. 
J. W. Manley . Bk ie ened tee eae iene 
J. - Grimes . ‘ do ; ee .| Advertising. 
J. L. Parker : Assistant manager __- Do. 


UNITED STATES OF AMERICA BEFORE THE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron & Steel Institute et al. 


SUPPLEMENTAL REPORT OF COMPLIANCE OF WHEELING STEEL CORPORATION 


This report is respectfully submitted pursuant to the letters dated June 27, 
1955, and August 1, 1955, of the Federal Trade Commission (hereinafter called 
the “Commission”), per P. B. Morehouse, Esq., Assistant General Counsel for 
Compliance, requesting that Wheeling Steel Corporation (hereinafter called 
“Wheeling”’) submit a supplemental report of compliance with the order of the 
Commission in the above matter, issued August 10, 1951 (and hereinafter called 
the “Order’”). 

I 


Wheeling respectfully reports to the Commission that: 

At the time of the issuance of the Order and prior thereto Wheeling was, and 
at all times since has been, and now is, complying with the Order in all respects. 

Wheeling is not, nor was it at any of such times, a party to any planned com- 
con course of action, understanding or agreement between any two or more of 
the respondents, or between any one or more of the respondents and other not 
parties, to the above proceeding, to do or perform any of the things specified in 
subparagraphs (1) through (7) of paragraph I of the Order. 

Wheeling is not, nor was it at any of such times, cooperating in, carrying out 
or continuing any such planned common course of action, understanding or 
agreement. 

Wheeling does not know, nor did it at any of such times know, of any such 
planned common course of action, understanding or agreement. Accordingly, 
Wheeling is not, was not, and could not have been, a knowing contributor to the 
maitenance or operation of any such planned common course of action, under- 
standing or agreement. 

II 


Wheeling respectfully answers the specific questions and requests for informa- 
tion set forth in the above-mentioned letter dated June 27, 1955, of the Commis- 
sion, as follows: 

“1. Does your company quote and sell f. 0. b. mill?” 

Answer. Yes. 

“2. Does your company quote and sell at delivered prices?” 

Answer. Yes. 

“3. If you sell at delivered prices, please indicate what are the price variations 
in different localities as compared to actual freight costs.” 

Answer. Wheeling has reserved, and now reserves, the right, in cases in which 
it so elects, to meet, in whole or in part, the lawful delivered prices of competi- 
tors, resulting either from their more favorable location freight-wise in relation 
to customers or their lower f. 0. b. mill prices or otherwise. Currently, Wheeling 
is making a very substantial part of its sales pursuant to that reservation. 
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Accordingly, delivered prices to customers in different localities for products 
produced by Wheeling do not necessarily vary in accordance with actual freight 
costs, although a customer has the privilege of buying such products f. o. b. 
mill, or at the customer’s option, at delivered prices computed by adding actual 
transportation charges to f. o. b. mill prices. 

“4. Does your company ever absorb freight charges, and if so, under what 
circumstances?” 

Answer. Yes, in cases in which Wheeling elects so to do, for the purpose of 
meeting lawful competition. Wheeling’s policy in this respect is set forth in 
Exhibit A hereto, which is a copy of its General Sales Division Advice Sheet 
No. 284, dated October 1, 1953. 

“5. Please submit copies of any lists of freight rate factors compiled or used 
by your company.” 

Answer. Wheeling does not compile or use any list of “freight rate factors.” 
In carrying on its business it uses official tariffs and like information as to rates 
and charges provided by carriers. Wheeling has, and for many years has had, 
its own Traffic Department, which computes freight rates and charges from 
such tariffs and infirmation. As a matter of convenience and for the exclusive 
use of the Wheeling organization, the Traffic Department has compiled lists of 
rail freight rates from points at which “steel products” are produced (by Wheel- 
ing and its principal competitors) to destinations to which Wheeling ships with 
some degree of regularity. Exhibit B hereto contains copies of the latest lists 
of such rates so compiled. 

“6. Please submit copies of your price lists for base prices, extras and deduc- 
tions, showing all changes in prices since the date of the order.” 

Answer. Submitted in Exhibits C, D, E, and F hereto, for the “steel products” 
sold by Wheeling. 

“7. Do you use any special methods or practices in quoting and selling to rail- 
roads or other classes of customers?” 

Answer. Subject to the possible exception referred to in Exhibit G hereto, 
which is a copy of Wheeling’s General Sales Division Advice Sheet No. 289, 
dated January 11, 1954, Wheeling does not use any such special method or prac- 
tice. Wheeling has sold something less than 1,000 tons of products on the 
basis outlined in Exhibit G, since the date thereof. 

“8. Do you quote or sell at prices determined in accordance with any formula 
which produces identical prices or a fired relationship between your prices and 
your competitor's prices?” 

Answer. No. 

“9. Do you have any uniform conditions or terms of sales for customers? 
Please outline them.” 

Answer. Yes. See Exhibits H and I hereto. 

10. Please describe all instructions which you give to your salesmen concern- 
ing prices.” 

Answer. Salesmen receive instructions as to our prices and extras in effect 
from time to time and as to changes upward or downward therein. (See Ex- 
hibits C, D, E, and F hereto.) They are also instructed as to Wheeling’s policy 
on meeting competitors’ prices and freight absorption, as set forth in Exhibits 
A and G hereto. They also receive the instructions set forth in the Directive 
Regarding Compliance with Sherman Act, Federal Trade Commission Act, and 
Order of Federal Trade Commission dated August 10, 1951, annexed as Exhibit 2 
to Wheeling’s Report of Compliance dated November 5, 1951. 


III 


In response to the request set forth in the above-mentioned letter dated June 27, 
1955, of the Commission, that Wheeling review its Report of Compliance dated 
November 5, 1951, and advise the Commission whether Wheeling desires to 
supplement or amend that report in any way to reflect changes that have been 
made in Wheeling’s practices since that report was filed, Wheeling respectfully 
advises the Commission that it has reviewed said report and does not desire to 
supplement or amend it except as hereinabove set forth and except to empha- 
size that Wheeling is continuing strictly to enforce the instructions set forth in 
the Directive Regarding Compliance with Sherman Act, Federal Trade Com- 
mission Act, and Order of Federal Trade Commission dated August 10, 1951, 
annexed to said report as Exhibit 2 thereto. 
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IV 


Wheeling, therefore, respectfully reports that it is and will continue to be 
in full compliance with the Order. 
WHEELING STEEL CorpP., 


By the President. 
Dated September 26, 1955. 


UNITED STATES OF AMERICA BEFORE THE FEDERAL TRADE COMMISSION 


Docket No. 5508 
In the Matter of American Iron and Steel Institute et al. 


Report of compliance by United States Steel Corporation, United States Steel 
Company, The American Steel and Wire Company of New Jersey, Columbia 
Steel Company, Geneva Steel Company, National Tube Company and Tennessee 


Coal, Iron and Railroad Company with the Cease-and-Desist Order issued 
August 10, 1951 


1'o the Federal Trade Commission: 


United States Steel Corporation, United States Steel Company, The American 
Steel and Wire Company of New Jersey, Columbia Steel Company, Geneva 
Steel Company, National Tube Company and Tennessee Coal, Iron and Railroad 
Company, respondents in the above-entitled proceeding, make this Report as 
to the manner and form in which they have complied with the Order to Cease 
and Desist issued by the Commission on August 10, 1951. 

1. United States Steel Corporation owns the stock of the other respondents 
above named, but does not itself engage in the manufacture or sale of any of 
the steel products involved in this proceeding. 

2. These respondents have not entered into any planned common course of 
action, understanding or agreement with any of the other respondents in this 
proceeding or between any one or more of the respondents and others not parties 
hereto, and have not cooperated in, carried out or continued any such planned 
common course of action, understanding or agreement, to do or perform any 
of the things described in sub-paragraphs (1) through (7) of Paragraph I of 
said Order to Ceas2 and Desist. 

3. These respondents have not acted so as knowingly to contribute to the 
maintenance or operation of any planned common course of action, understand- 
ing or agreement referred to in Paragraph II of said Order to Cease and 
Desist. 

4. In their Report of Compliance, dated December 3, 1948, In the Matter of 
United States Steel Corporation, et al., Docket No. 760, respondents United 
States Steel Company (then known as Carnegie-Illinois Steel Corporation), 
The American Steel and Wire Company of New Jersey and Tennessee Coal, 
Iron and Railroad Company stated that: 

“Respondents do not quote or sell their rolled steel products known as plates, 
bars, structural shapes, sheets, tinplate, wire, and wire products at Pittsburgh- 
Plus prices or upon any other basing point than that where the products are 
manufactured or from which they are shipped. Each of the respondents has 
adopted the method of announcing prices for its said rolled steel products at the 
mill or shipping point, or, if the customer so desires, at delivered prices which 
reflect full transportation charges from shipping point to destination. 

“Respondents indicate upon contracts or invoices for the sale of steel products 
how much is charged for such steel products f. o. b. the producing or shipping 
point and how much is charged for the actual transportation of said products, 
if any, from the producing or shipping point to destination.” 

Respondents United States Steel Company, The American Steel and Wire 
Company of New Jersey, and Tennessee Coal, Iron and Railroad Com;any in 
connection with the marketing in interstate commerce of the steel products 
involved in Docket No. 760 have used the foregoing method of selling and such 
respondents and Columbia Steel Company, Geneva Steel Company, and National 
Tube Company in connection with the marketing in interstate commerce of the 
steel products involved in this proceeding (which include those involved in 
Docket No. 760) have used the foregoing method of selling except in a few 
instances where the delivered price was reduced to meet a competitive price, 
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and may continue to use such method of selling or may adopt another method or 
methods of selling for the respective products, which may involve delivered 
pricing and reductions in delivered prices not in violation of said Order to Cease 
and Desist and the law. 

Respectfully submitted. 


United States Steel Corp., United States Steel Co., The American Steel 
& Wire Company of New Jersey, Columbia Steel Co., Geneva Steel 
Co., National Tube Co., Tennessee Coal, Iron & Railroad Co. 
Dated November 2, 1951. 


UNITED STATES STEEL Corp., 
Pittsburgh, Pa,, July 19, 1955. 
Re American Iron & Steel Institute, et al., Docket No. 5508 (48 F. T. C. 123) 
P. B. MorEHOUuSE, Esq., 
Assistant General Counsel, 
Federal Trade Commission, Washington, D. C. 


Dear Sie: Regarding your letters of June 27, 1955, addressed to United States 
Steel Corp., United States Steel Co., The American Steel and Wire Company of 
New Jersey, Columbia Steel Co., Geneva Steel Co., National Tube Co., Tennessee 
Coal, Iron, and Railroad Co., it is now apparent that we will be unable to com- 
plete the work of assembling the material you request in time to submit it to you 
within the 30-day period prescribed in your letters. Accordingly, we respectfully 
request that the time for filing be extended for an additional 30 days, until 
August 27, 1955. We will consider it a particular favor during this vacation 
season if you are able to grant this request. 

As you no doubt know, subsequent to the issuance on August 10, 1951, of the 
Commission’s order to cease and desist, the former subsidiaries of United States 
Steel Corp., to which your June 27, 1955, letters were addressed, were merged into 
the parent corporation. 

Very truly yours, 
MERRILL RUSSELL, 
Assistant General Solicitor. 


UNItTeED STATES STEEL Corp., 
Pittsburgh, Pa,, July 19, 1955. 
Re Docket No. 5508, American Iron & Steel Institute et al. (48 F. T. ©. 1238) 
P. B. MOREHOUSE, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D. C. 


DEAR Mr. Morenouse: I am writing to confirm our telephone conversation of 
last Tuesday regarding your request of July 18, 1955, that we furnish additional 
information as a part of our compliance report. 

I told you at that time that we expect to be abie to include in our report the 
information you request about prices charged by our Columbia-Geneva Steel 
division in Tacoma and Seattle. Howeyer, the bids we make to State and 
Federal agencies are not separately recorded or filed, except in our Washington, 
D, C., special accounts office, and the compilation ef the information you request 
eoncerning such bids made since January 1, 1953, would require a complete 
examination of all customer files in our district sales offices and in storage. 
Such an examination and tabulation would impose a very large burden of work 
on district office personnel and this would necessarily require considerable over- 
time work with added expense to this company. On the other hand, our special 
accounts office in Washington has records of bids submitted to Federal procure- 
ment agencies in Washington and to the Navy office in Philadelphia and lists 
containing the data you request can be prepared from these records. Accord- 
ingly, we asked that you permit us to confine our response to your July 18, 1955, 
request to a list of the bids made through our Washington special accounts office. 
You indicated that you were willing to do this and asked that I write this letter 
in confirmation of our conversation. 

We are now in receipt of your letter of July 25, 1955, granting us additional 
time until August 27 to submit the material requestd in your original letter of 
June 27, 1955. The information concerning the Tacoma and Seattle prices of the 
Columbia-Geneva Steel division will be forwarded to you as soon as it is avail- 
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able and we hope to be able to submit it in advance of the other information you 
have requested. However, we doubt whether we will be able to complete the list 
of Government agency bids in time to include them with the material due 
August 27 and we fully expect to request additional time when we are better able 
to estimate the progress of the work. You will appreciate that the task of 
assembling this material is particularly difficult when employees familiar with 
the records in question are absent on vacation. 
Very truly yours, 
MERRILL RUSSELL, 
Assistant General Solicitor. 


United States STEEt Corp., 
Pittsburgh, Pa., August 25, 1955. 
Re American Iron & Steel Institute et al., Docket No. 5508, 48 F. T. C. 123 
P. B. MoreHouss, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D.C. 


Dear Str: Reference is made to your letters of June 27, 1955, addressed to 
United States Steel Corp. and to its former subsidiary companies named in the 
order of August 10, 1951; i. e., United States Steel Co., The American Steel & 
Wire Company of New Jersey, Columbia Steel Co., Geneva Steel Co., National 
Tube Co. and Tennessee Coal, Iron and Railroad Co. The business formerly 
conducted by the American Steel & Wire Company of New Jersey is now being 
conducted by American Steel & Wire Division, United States Steel Corp. The 
businesses formerly conducted by Columbia Steel Co. and Geneva Steel Co. are 
now being conducted by Columbia-Geneva Steel division, United States Steel 
Corp. The businesses formerly conducted by National Tube Co. and Tennessee 
Coal, Iron & Railroad Co. are now being conducted by National Tube division, 
United States Steel Corp., and Tennessee Coal and Iron division, United States 
Steel Corp., respectively. The name of Carnegie-Illinois Steel Corp., originally 
a respondent in this proceeding, was first changed to United States Steel Co., as 
related in the order, and United States Steel Co. was later merged into United 
States Steel Corp. on December 31, 1952. 

The following information is submitted in compliance with your requests: 

1. We quote and sell f. o. b. mill. 

2. We also quote and sell at delivered prices under the circumstances described 
below in answer to your question 10. 

3. Our delivered prices to customers, whether in the same or in different 
localities, reflect differences in actual transportation costs. 

4. The circumstances under which we will reduce our delivered price and 
absorb transportation charges in order to meet a lower price of a competitor 
are described below in our reply to your question 10. 

5. We do not compile or use any lists of freight rate factors. Our traffic 
department compiles lists of actual rail and truck transportation rates to 
destinations to which shipments are commonly made and also furnishes indi- 
vidual rates of common and contract carriers by rail, truck, barge and lake 
and ocean vessels to other destinations upon request of the sales department for 
use by the latter in quoting delivered prices on our products and in verifying 
lower delivered prices of competitors. The actual transportation charge is used 
in billing each item that is priced at destination. 

6. We are forwarding to you, under separate cover, copies in duplicate of price 
lists for base prices, extras and deductions showing all changes in price between 
August 10, 1951 and June 27, 1955, the date of your letter, with the exception of 
price lists of Tennessee Coal & Iron division. The work of assembling and 
copying this material will be completed in the near future and the data will be 
forwarded to you promptly. 

7. We do not use any special methods or practices in selling to railroads asa 
class, or in quoting or selling to any other class of customer. We follow the 
same general sales policy, described in our answer to your question 10, in selling 
to railroads that we follow in selling to other customers. Under this policy, we 
have been able to sell to railroad customers, in most instances, at prices f. o. b. 
our shipping mill. In other instances, we have been able to limit the reduction 
in our delivered price to an amount necessary to meet the lower delivered price 
of a competitor at the nearest junction point on the purchasing railroad’s own 
line. However, since railroads generally utilize their own transportation facili- 
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ties to the greatest extent possible in hauling their purchased materials to the 
point where they intend to use them and, in so doing, act as the carrier of such 
goods to destination, it has been necessary for us, on some occasions, to offer to 
absorb the cost of the additional online haul which the purchasing railroad 
would incur if the materials were purchased from us. 

8. Our prices are not determined in accordance with any formula which pro- 
duces prices identical with those of our competitors and there is no fixed rela- 
tionship between our prices and any of our competitors’ prices. 

9. We have uniform conditions of sale for customers. In outline, these con- 
ditions are as follows: Our prices are subject to change without notice and 
billings reflect our mill price bases and applicable extras in effect at time of 
shipment, plus actual transportation charges on items priced at destination. 
Payments are required to be made at par in legal tender under such arrange- 
ments as we specify. Title to products priced at the mill passes to the buyer 
upon delivery at the mill. Title to products priced at destination passes to the 
buyer upon delivery at the specified destination and charges incurred at desti- 
nation for demurrage, switching, storage, etc., are for the account of the buyer. 
Sales, transportation, and other excise taxes are also for the account of the 
buyer. We reserve the right to ship all or any part of the products from any of 
our shipping points subject to the right of the buyer to cancel if any change in 
the shipping point would increase the delivered cost to him. All products are to 
be produced in accordance with our standard practices, subject to mill tolerances 
and variations and to deviations therefrom consistent with practical testing and 
inspection methods, and subject to regular mill practice on over and under 
shipments. The buyer’s inspector is deemed to have authority to waive specified 
tests and to accept products which may deviate from formal specifications. We 
are not liable for delays in performance due to causes beyond our reasonable 
control and, in the event of any such delay, the time for performance is extended 
as may be reasonably necessary to enable us to perform and we have the right 
under such circumstances to apportion our production among our customers. 
We indemnify the buyer for all actual damages recovered from him by a third 
person by reason of patent infringement providing we are promptly notified and 
are given the opportunity to assume the defense. In like manner, the buyer 
must indemnify us from patent infringement resulting from our compliance 
with his specifications. We will replace or repay the price paid for any product 
found to be defective or that fails to conform to specifications and our liability 
is so limited. Claims for defective products must be made promptly and we 
must be given reasonable opportunity to investigate. Any clause required to be 
included in a contract of the type being made by any applicable law or admin- 
istrative regulation having the effect of law is deemed to be incorporated in 
such contract. 

10. All instructions given to our salesmen concerning prices follow our sales 
policy, described below: 

We sell f. o. b. mill at our published mill price and also quote a delivered 
price at the customer’s request which reflects our published mill price plus full 
transportation charges. In addition, we reduce our delivered price to meet 
the lower delivered price of a competitor whenever it is necessary and com- 
mercially desirable in order to participate in the business of an individual cus- 
tomer. Our delivered price will be reduced down to, but not lower than, the 
delivered price of the competitor. We reduce our delivered price in an amount 
not greater than the amount of the transportation charges from our shipping 
point to the customer’s destination. We do not meet a lower delivered price of 
a competitor that is less than such competitor’s published or known shipping 
point price plus actual transportation charges from his shipping point to the 
customer’s destination. We do not meet a lower delivered price of a competitor 
that includes transportation charges from a point from which the specific item 
required is not actually shipped by the competitor. We do not reduce our de- 
livered price to meet a delivered cost claimed by the customer based on the use 
of his own trucks in taking delivery at the competitor’s shipping point. If a 
customer specifies delivery at one of our shipping points in his own truck or 
by any other conveyance, we will sell to him only at our f. o. b. published mill 
price. In meeting a lower competitive delivered price where suitable alterna- 
tive methods of transportation are available, we will offer a delivery service to 
a customer no more satisfactory than the one offered to him by a competitor. 

We trust the foregoing will give you the factual data you request. 
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We have reviewed the report of compliance which we previously submitted and 
believe it is unnecessary to supplement or amend that report at this time except 
to state that on December 31, 1950, the name of Carnegie-Illinois Steel Corp. 
was changed to United States Steel Co.; on December 31, 1951, several of the 
subsidiary companies of United States Steel Corp., including those to which 
your June 27, 1955, letter was addressed, were merged with United States Steel 


Co.; and on December 31, 1952, United States Steel Co. was merged into United 
States Steel Corp. 


Very truly yours, 
Davin F. AUSTIN, 
Executive Vice President, Commercial. 


UNITED STATES STEEL Corp., 
Pittsburgh, Pa., September 7, 1955. 
Re American Iron & Steel Institute et al., docket No. 5508 (48 FTC 123) 
P. B. MorEHOUSE, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, 
Washington, D. C. 


Dear Sie: The following information is submitted in response to paragraph 1 
of your request of July 18, 1955: 

You ask what prices are charged by Columbia-Geneva steel division of United 
States Steel Corp. in the Tacoma area and in Seattle, Wash. In order to give 
you the actual prices, it would be necessary that we have product specifications, 
shipping mills, and modes of transportation to be used. However, we can answer 
your question by saying that the price lists which we are submitting in response 
to your request of June 27, 1955, show price bases and extras used in computing 
f. o. b. mill prices on products which may be shipped to Tacoma and Seattle. 
On sales made f. o. b. the customer’s destination at Tacoma or Seattle, full trans- 
portation charges by the mode of transportation actually used are added to the 
mill price to arrive at our delivered price. We are enclosing lists of transporta- 
tion rates by rail and by rail and water from our shipping mills to Tacoma, Seattle, 
and other State of Washington destinations. The circumstances under which 
we will reduce our delivered price to meet a lower delivered price of a com- 
petitor are set forth in our answer to question 10 of your June 27, 1955, letter 
and this sales policy is followed at both Tacoma and Seattle. Thus, the price 
Columbia-Geneva steel division actually charges in Tacoma and Seattle will 
depend on the product specification, the location of the shipping mill, the point 
of delivery either at the mill or at the customer’s destination, the means of trans- 
portation employed in making delivery of the materials, and the competition that 
exists for the individual customer’s business. 

We ship steel products to customers in Tacoma and Seattle from our mills at 
Geneva, Utah, Pittsburg, Calif., South Works, Chicago, Ill., Fairless, Pa., Lorain, 
Ohio, Fairfield, Ala., in the Pittsburgh, Pa., district, at Gary, Ind., Ellwood City, 
Pa., Torrance, Calif., Youngstown, Ohio, Duluth, Minn., Cleveland, Ohio, Joliet, 
Ill., and Waukegan, Ill. Only occasional or infrequent shipments are made from 
some of the above mills. 

Steel products are shipped to Tacoma and Seattle customers by rail from our 
mills located in Duluth, South Chicago, Gary, Fairfield, Geneva, Pittsburg, Calif., 
and Torrance. Products are shipped to Seattle customers from our eastern mills 
either all rail or by rail to the Atlantic seaboard and thence by water. Products 
are shipped to Tacoma customers from eastern mills either all rail, or by rail and 
water, to Seattle and thence by rail or truck to Tacoma. Until recently, it was 
possible to ship from our eastern mills by rail to the Atlantic seaboard and thence 
by water direct to Tacoma, but steamship companies have discontinued vessel 
deliveries to Tacoma and it is now necessary to make ocean deliveries to Seattle 
and thence by rail or truck to Tacoma. 

You ask for our actual freight costs to Tacoma and Seattle. Such costs will, 
of course, vary with the size of the shipment, the location of the shipping mill, 
the point of delivery and the means of transportation employed in making de- 
livery. These costs can be computed from the lists off freight rates that are 
enclosed. 

As explained above, our f. 0. b. mill prices on any product that we may have 
occasion to ship to Tacoma may be computed from the price lists we have fur- 
nished in response to your June 27, 1955, letter. 
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As explained above, our prices to customers in Tacoma and Seattle will vary 
according to the location of our shipping mill, the point of delivery, the means 
of transportation employed in making delivery of the materials and the compe- 
tition that exists for the individual customer’s business. You will note, from 
the information furnished in response to your June 27, 1955, letter, that we have 
no locality prices. All of our prices are either f. o. b. the shipping mill, or, if 
a delivered price is quoted, then actual transportation charges to the customer’s 
destination are added to make the f. o. b. destination price. Thus, differences in 
the cost of transporting materials from our shipping mills to customers in 
Tacoma and Seattle will be reflected in the delivered prices that we quote to 
them. These differences are shown in the freight rates appearing on the en- 
closed lists. Differences in our prices to customers in Tacoma and Seattle will 
also result from reductions which we may find it necessary to make in our de- 
livered price in an individual competitive situation to meet a lowered delivered 
price of a competitor. 

The list of bids submitted to Federal Government agencies through our Wash- 
ington, D. C., special accounts office is being compiled and we expect that it will 
be ready for delivery to you this month. 

We regret that we have been delayed in getting this information to you. 

Very truly yours, 
Davip F. AUSTIN, 
Ezecutive Vice President, Commercial. 


CoLUMBIA-GENEVA STEEL DIVISION, WASHINGTON 


Carload rail rates in cents per 100 pounds on bars, piling, plates, strip, sheets, 
structural shapes 


[Minimum carload weight 40,000 pounds on boxcars not exceeding 50 feet 6 inches in 
length or open cars not exceeding 53 feet 6 inches in length. Minimum carload weight 
60,000 pounds on open cars exceeding 53 feet 6 inches in length and on closed cars 
exceeding 50 feet 6 inches in length.) 





From— 


“al 

}Clairton, Pa. 

Irvin, Pa.; | 

McKeesport, 
P . 





To— Gary, Ind.; Bessemer, a.; 
South Ala.; Mnnhall, Pa.;| Fairless, Pa. 
Chicago, Ill. | Ensley, Ala.;} Sonth Dn- 
Fairfield,Ala.| qvesne, Pa.; 
Vandergrift, 
Pa.; Yongs- 
town, Ohio 


REE Ec et lls Aiea 


Bremerton !__.__..._- lAsdhabuptthasableboid ithe 
Everett ?____.. 








Kent 2 


Walla Walla 





1 Rate on piling minimum 80,00 is 163.3 (reduction). 
2 Rate on piling minimum 80,000 is 149.5. 


9th revised p. 1, cancels 8th revised p. 1; effective Nov. 15, 1954. 


PTE SEES i TA a, 170, 2 181.7 192. 05 211.6 
Seattle 2 
; 





: 
' 
4 
: 
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Carload rail rates on railway track rails in cents per ton of 2,240 pounds and 
on railway track fastenings in cents per 100 pounds 


Minimum carload weight in pounds 





wae track rails Railway track fastenings from— 
rom— 


To— pe 
Gary, Bessemer, Gary, Ind. Bessemer, Pa. 
Ind., Pa., 80,000 
80,000 


60,000 40,000 60,000 40,000 


ivcincctutcednakioie 
SACRE SS 


IT icsécrgtccuphiseneredinn 3, 456. 9 3, 921.5 170. 2 219. 65 192. 05 239. 2 
er oe ee ee ets 






Vancouver.._. 
Sd ctiaticenhcstpeoneecertgiingen 
NN a cen acinsenunial 
ecenddmenesenencsmumesek 











Note.—Rails and fastenings mav be shipped in mixed carloads at carload rate provided for each subject 
to minimum carload weight of 80,000 pounds. 
5th revised p. 2, cancels 4th revised p. 2; effective Apr. 14, 1955. 


Carload rail rates in cents per 100 pounds on bailing ties, bars, fence gates, 
fencing, fence posts, nails, netting, staples, strip, wire, and wire mesh 


Minimum carload weight 40,000 pounds from— 








To— DeKalb, Il; | Cleveland, 
Duluth, Joliet, Ill.; Fairfield, | Ohio; New- 
Minn. Waukegan, Ala. burgh, Ohio; 
Ti. Donora, Pa.; 


Rankin, Pa. 





Bremerton......-..._-- dora aks, ae bs 


ES ot eee 155. 25 170.2 181.7 192. 05 


Vancouver - -- 
Walla Walla . 
Wenatchee..........-.. ss inteebainaoaapedeh scenic 








5th revised p. 3, cancels 4th revised p. 3; effective May 2, 1952. 


22805—59— pt. 8——21 
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Carload rail rates in cents per 100 pounds on pipe, tubing, and boiler tubes 


Minimum carload weight in pounds, from— 


| 

| 

| Lorain, Ohio 

| Gary, Ind. Ellwood City, Pa. | Fairless, Pa. 
McKeesport, Pa. 


Ce el ae a Ptah 
| 30,000 | 40,000 | + 60,000 | 30,000 | 40,000 | + 60,000 | 30,000 | 40,000 | + + 60,000 


ee arene eee nt = 
Bellingham. --_..-..- 


Bremerton.._.......-- | 
| | 

DE tincnann sine coe | 
' 





Longview....---------| 253 | 205.85 | 170.2 276 | 225.4 | 2192.05 


296.7 | 247.25 211.6 
Seattle_____- Sites | 


| | 





Vancouver-........-..- | 
| 


1 When pipe 12 inches or over and under 20 inches outside diameter and pipe 20 inches or over outside 
diameter is loaded on same car, the minimum weight is 46,000 pounds. 

2 Rate 190.9 (reduction effective June 15, 1955) minimum 60,000 applies on boiler tubes and flues. 

3’ When all of the pipe loaded on car is 12 inches or over and under 20 inches outside diameter the minimum 
is 46, aoe — en all of the pipe loaded on car is of 20 inches or over outside diameter, the minimum 
is 40,000 pounds. 


10th revised p. 5, cancels 9th revised p. 5; effective June 15, 1955. 


Carload rail rates in cents per 100 pounds on bars, plates, shapes, and sheets 





From Geneva, Utah, || | From Geneva, Utah 


1 
| minimum carload | minimum carload 
To— weight in _— To— | weight in mene 
Snphtatabhinds oe icneaenes . 
en 80, 000 | 1 40, 000 | | $0,000 | 140,000 
‘iccmacmanaeiae Bi4ee: De i eon Se 
Bellingham | occ 80.5 | 1102.35 
Bremerton SG sak oakbuicieo ates 80.5 1 102. 35 
CN isi csclloipcniectariesaticiarense EES 72.45 | 194.3 
I aracgcticeeencaeh natant i i ideictpechdsen puinmaniag ies 80.5 1 102. 35 
Hoquiam. Vancouver -_............. | 72.45 194.3 
Kelso--.....- ; WP PEI. cotaccnccess 72. 45 194.3 
Pc natniwcdiminapessens | . (—— 83. 95 1 os 
1 





1 Reduction effective Mar. 5, 1955. 


2 Rates to Kent on Chicago, Milwaukee, St. Paul & Pacific are 81.65 minimum 80,000 and 103.5 (reduc- 
tion effective Mar. 5, 1955) minimum 40,000. 


13th revised p. 6, cancels 12th revised p. 6; effective Mar. 5, 1955. 





: 
! 
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Carload rail rates in cents per 100 pounds on bars, rods, shapes, sheets, and strip 


| From Pittsburg, Calif., minimum 
| carload weight in pounds 
To— | nae aclactth eats aes oupiis saegasaaits 
| | 
} 80,000 | 160,000 40,000 
— - —_—_—_—— 4 ——— - —_————— 
DIR oan ee acecen ona oe ape Jiccnehiewawcosent TRG [at encqnasenes 292.0 
eee tenn ear eee ener | a we 
MNS 135 dehgecencesavoudeddesunnspcakbrean he hh ean BERS dys soictnnsinis exteiniaes be 
IID. 3 ce ne Seenetihin aie ae wo --esewenn-no--<-2-<-| 65. 55 77.05 | aa 
SE «Ch inated een sess aan wale nae endasnide | C1600 |~<---------- == 5. 45 
CR oh nse nin cates eae a tne EAS. TERI ESE Sct | SEE lad chawenanene 395. 45 
Hoquiam. --......... sown cennna smn won nn oneenennnnnnnnnn= | 73.6 na-enen===s 792 
Kent (on Chicago, Milwaukee, St. Paul & Pacific) -._..-..-.-- | se aD. |<wokatete 2s oa 15 
Li et : ne li alae tat Giglincen tcl 3.6 | .6 e 
iain. eae hese SEO ee pe tea coat", SR Das ee aes 2 127.65 
EE Tes biota ccnes eb aunepersion amainine abielan sina | SURI. “led iitenechniprnninwiaien 2 100. 05 
ONES CN tie dk ie citcqcwnannwccessnnscescece Nugsaaeeaccacepe | = = Le ee cere ; ~ 45 
c , ca I a ee a 73. - Py eae 
Seat ete wecstalra witewauuieers 15: iatehdihenkeanr nate 73.6 6 66.7 292 
apesene oH ae SES AR RR nensnesescansahnonseyoueuboabieuienks ; - . lick adiaiidcad ; 45 
acoma ach ies aiedpilipined ov ahead aecisaainaih iin aie Seba bias ae | DU hi citeeisdoiaieg tal 
EE i218... s cnabecety onenanis deans <nananivenmen eel 65.55 | 77.05 2 83.95 
I rs Sots des Aici-eene=achansecrepessnapanepeseioel ME A canecsetonvon 295. 45 
WING. Soa annocacbadicusancucanvelsnbubbinartuuanbenbbete SUM. ‘Lireeannpacebininirs | 295.45 
IN aes deensdenniic aconsaatanwhasssicecchnccake tee? 77.08 |..-.--------ee 295.45 








1 Applies only on sheets, angles (larger than 3 inches by 3inches by %e inch) beams, channels, columns, 
structural forms. 


2 Reduction effective Mar. 5, 1955. 


§ Rate is 67.85 minimum 80,000 pounds on sheets, angles (larger than 3 inches by 3 inches by %e¢ inch), 
beams, channels, columns, structural forms. 


* Rate 98.9 applies minimum 100,000 pounds. 


5 Rate 100.05 minimum 80,000 applies on sheets, angles (larger than 3 inches by 3 inches by %¢ inch), 
beams, channels, columns, structural forms. 


* Applies only as a transshipment rate on traffic delivered to an ocean carrier for transshipment to Alaska. 
17th revised p. 9, cancels 16th revised p. 9; effective Mar. 5, 1955. 


Carload rail rates in cents per 100 pounds on nails, spikes, staples, wire, wire 
baling, and ties 





























From Pittsburg, Calif., || From Pittsburg, Calif., 
minimum carload |} minimum carload 
To— weight in pounds To— weight in pounds 
jo —|} -— - 
80,000 | 40,000 | 80,000 40,000 
ee we —— —" —_— ——e ee 

Anacortes !__- eee 81.65 100. 05 Longview . ...-.._-- 73.6 92 
Bellingham _.. e 81. 65 100. 05 OS ae --| 2109.25 127. 65 
Bremerton -- - sacs 82. 225 100.625 || Mount Vernon._________ 81. 65 100. 05 
Colville !.- eens = 141.45 | SE te ie i cincininn nnd ssiom 77. 05 95. 45 

OS Ea 65. 55 83. 95 Raymond !____________--. 73.6 92 

Everett__._- oa 77. 05 95.45 || Puyallup t__. : 73.6 92 

Grendview 1.............. 77.05 | 95. 45 | | a - 3 73.6 92 
Ellensburg !___- 77. 05 95.45 || Sunnyside !_........__.___| 77. 05 95. 45 
Hanford .- --_--- 77. 05 95.45 || Spokane.._______- 77.05 | 95. 45 

Hoquiam..__- : 73.6 92 Tacoma. -____- é 373.6 | 92 
Doce acon ‘ -| 73.6 92 Toppenish !____ eakenaal 77.05 | 95. 45 
Kent (on Chicago, Mil- Vancouver... .- ; | 65. 55 83. 95 
waukee, St. Paul & Walla Walla_______- 77.05 | 95. 45 
Pacific) !____- 74. 75 93. 15 Warden !_ me 77. 05 95. 45 
Morton !_. ; | 132. 25 150.65 || Wenatchee -_- ‘“ 77. 05 95. 45 
Olympia. - - --- aie 73.6 92 Es wn cnlue a 77. 05 95. 45 











1 Addition. 

2 Rate 98.9 applies minimum 100,000 pounds. 

? Rate 60.95 minimum 80,000 applies as a transshipment rate on traffic delivered to an ocean carrier for 
transportation to Alaska. 


16th revised p. 10, cancels 15th revised p. 10; effective Mar. 20, 1955. 
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Carload rail rates in cents per 100 pounds on bars, strip, and shapes 








From Torrance, Calif., | From Torrance, Calif., 
minimum carload minimum carload 
To— | weight in pounds To— weight in pounds 

| ] 

80,000 40,000 | 80,000 40,000 
Bellingham-..............- 93.15 1117.3 DOIN S onoceeccecesss 85.1 1 109. 25 
Bremerton--............-- 93. 725 4 oe 85. 1 t 109. 25 
in ae shines 88. 55 1112.7 dale es 85.1 | 1 109. 25 
a 88. 55 1112.7 eg 88. 55 | 1112.7 
EES ES. 85.1 1109. 25 Ee 85. 1 1 109. 25 
ke cit acat sc cae iies 85.1 1 109. 25 Se 77.05 1101.2 
Kent (on Chicago, Mil- 86. 25 1110.4 ih ec nceneanrs 88. 55 | {112.7 

waukee, St. Paul & SO 88. 55 | 1112.7 
Pacific). MES nck Sesencosenebe 88. 55 | 1112.7 


1 Reduction effective Mar. 5, 1955 
14th revised p. 11, cancels 13th revised p. 11; effective Mar. 5, 1955. 


Carload rail rates in cents per 100 pounds on barbed wire, fencing, netting, wire 
rope, and wire strand 


From Pittsburg, Calif., minimum carload 
Weight in pounds 








To— ae 
80,000 40,000 36,000 

ca bisdl.tclubdetvebeadabvacbacwecusecestotedoanane 81. 65 I es ee 
i net ae ela ineminnineline ee cnmenbaheeaarn meer 82. 225 1 100. 625 106. 375 
EG Oc iatectewcdicccaccscases edict ctncsiendoseee 65. 55 Ssatnercweked 83. 95 
ia faa aces isairtideaes hii ceintbepearhindeeaneta nai ange irepettcnd ee 77. 05 REA Aenawanes te ‘ 
al ceed en cee intgentsnenataideinieeetananper tun emeena 7.05 PEED Ivacous 
sist nhtnud sidsednanekelingieipsnatitaninaadaciptinite hankemwnweiis 73.6 192 97. 75 
Kelso 73.6 192 7.75 
Longview 73.6 192 7. 75 
Lynden 2109. 25 ET lNicctesicpadatndnaeston 
Mount Vernon . 81. 65 1100.05 |.....-- . 
Olympia 73.6 192 97. 75 
Seattle __. » oa 73.6 192 7. 75 
Spokane._.......- tdbnwone meee 77.05 195. 45 ee 
Tacoma 73.6 192 97. 75 
incase cntitinipnes cosumaeehe ies crastestietecigiin ~cowsemena | 66.56. 4.......... 83. 95 
Walla Walla 77.05 195.45 |...... . 
Wenatchee 77. 05 195. 45 
oi tt Oo hon cei inieniranrienieeenmestin 77.05 | 195. 45 


1 Reduction effective Mar. 5, 1955. 
2 Rate 98.9 applies on minimum 100,000 pounds. 


1ith revised p. 12, cancels 10th revised p. 12; effective Mar. 5, 1955. 





| 
) 
' 
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Carload rail and water rates, including wharfage, also loading direct to open cars, 
in cents per 100 pounds on bars, plates, shapes, sheets, and strip 


[Minimum carload weight 40,000 pounds, except as otherwise shown] 


From— To Seattle 
Gary and South Chicago: and Tacoma 
DORR, CN I a hence oon annem *147.2 
Wes nd a leeds eee 2.5 
Gary and South Chicago: 
atl: heme, GOON 6 53 hs eas *135.7 
Te i i hk, J cel teint 2.5 
Bessemer and Fairfield : 
PN ictal chine Beatin ctl cet iinathnsiaciiiseasicin ateeweds taeda heated 38, 525 
nn ea ee oe 200 
WO cihbiisi 5 thin vse ink cine etree teen 2.5 
eth OS POs ictnde-icdsctebedidntbitewe teins * 35. 65 
ee 332105 
MN song vias atheros cc accteanphececlndeeet een vendeeencan enceennbipeaenueatiiica 2.5 
©lairton, Irvin, McKeesport, Munhall, South Duquesne, and 
Vandergrift : 
a ae a i ee 559.8 
cd isles eae an 5----- 95 
PIs wraiiincisnnitnhtmsapiteingsh asst stiaiacilneetada tied pietaasaaatinesan aaa aaa 2.5 
Youngstown: 
NI hectic: vicins dhacttitox carga ullidicansaneingnadhadeibinin pin btialensitinieamans anata asinine senda * 65. 55 
I. . cancancenenssneasisianiguaigietnsscipeeasdaaeianie Miandad idence 95 
WONG. dc conndcntcnnndammnmndsbmedeniignain cdl 2.5 
Fairless, Pa.: 
GR cate ctccnciccnonnsabinannisinsatddsiuipeiadmekaeaameeniod: 13.8 
II a ic las icin sisnnthncec tc nits ase csicat lg ia ab ana acale aledalaaaalpeaat 95 
WATERS. cc cnceccccneicccctnccetadoitesscsac neg 2.5 


+ Service temporarily suspended; for present status consult traffic department. 
* Change. 

* Applies only on plates and sheets. 

* Rate applies only to shipments in open top rail cars. 

’ Rate on plates is 43, minimum of 40,000; rate on bars (except reinforcing bars over 


35 feet) sheets, tin mill black plate, and strip steel is 38, minimum of 80,000 or 43, mini- 
mum of 40,000. 


* Rate on plates is 47, minimum of 40,000; rate on bars (except reinforcing bars over 35 


Seet), pects, tin mill black plate, and strip steel is 42, minimum of 80,000 and 47, minimum 
of 40,600. 


7 Rate on plates is 10.5, minimum of 40,000; rate on bars (except reinforcing bars over 


35 feet), sheets, tin mill black plate, and strip steel is 9, minimum of 80,000, and 10.5, 
minimum of 40,000. 


Insurance, p. 18. 

Switching, p. 18. 

Heavy lift and long length penalties, p. 14. 

Inland, p. 19. 

18th revised p. 13, cancels 17th revised p. 13; effective June 10, 1955. 


Rail and water rates shown on page 13 include wharfage charges also loading 
direct to open cars but do not include marine insurance, heavy lift, or long- 
length penalties which are as follows: 

From Gary and South Chicago: 

On lengths over 40 feet 6 inches but not over 60 feet add 12 cents per 100 
pounds. 

On lengths over 600 feet add 1.25 cents per 100 pounds for each foot or frac- 
tion thereof over 60 feet in addition to 12 cents penalty applying on 60 
feet lengths. 

On lifts over 10,000 pounds to 15,000 pounds add 12 cents per 100 pounds. 

On lifts over 15,000 pounds to 20,000 pounds add 18 cents per 100 pounds. 

On lifts over 20,000 pounds to 30,000 pounds add 24 cents per 100 pounds. 
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From Clairton, Fairless,* Irvin, McKeesport, Munhall, South Duquesne, and 
Vandergrift, Pa., and Youngstown, Ohio, and from Bessemer, Ensley, and 
Fairfield, Ala., via Charleston : 

On lengths over 40 feet but not over 60 feet add 12 cents per 100 pounds. 

On lengths over 60 feet add 1.25 cents per 100 pounds for each foot or frac- 
tion thereof over 60 feet in addition to 12 cents penalty applying on 60 
feet lengths. 

From Bessemer, Ensley, and Fairfield, Ala., Clairton, Fairless,’ Irving, McKees- 
port, Munhall, South Duquesne, and Vandergrift, Pa., and Youngstown, Ohio: 

On lifts over 10,000 pounds to 15,000 pounds add 12 cents per 100 pounds. 
On lifts over 15,000 pounds to 20,000 pounds add 18 cents per 100 pounds. 
On lifts over 20,000 pounds to 30,000 pounds add 24 cents per 100 pounds. 


8th revised p. 14, cancels 7th revised p. 14; effective February 14, 1955. 


Carload rail and water rates including wharfage, in cents per 100 pounds on 
fence posts, nails, staples, strip steel, and wire 


[Minimum weight 40,000 pounds except as otherwise shown] 


From— To Seattle 
Cleveland and Newburg: and Tacoma 
Nee ad Seneca aicdlersiaslasaeignenaicmcieiaosinsaennsnk * 55 
I cic pislcaien an tiemmempatannimnennl abil 95 

et ee, 2.5 
Donora and Rankin: 

eerie acide * 43 

es 95 

a a es 2.5 
Worcester : 

cei 716 

I a ts 95 

Neen a de instances We 2.5 
Joliet and DeKalb: 

ssi iciemmnsenaned cues weirs amagioeenoeoet *147.2 

a cess owe alii, Saleh eted dibs Sheesh 2.5 

Neen ee eee ee atone * 135. 7 

I seererinhtiineeecdbiotmer 2.5 
Fairfield : 

re eaees 035 i 235s) fit) ARI 8 38. 525 

ee a auarws penne nbaiaimianeroees #59338. SS 

PN a a ah ak etl eene 2.5 
Box carloading charges are as follows: 

I ce mvsmndetnlele 

OSES ES ES Sera a oe aa 

Ne cece nabemenineceeemes "9.45 

i ewemnnnnows 

De a noeaweneer nan 

ett so et i os sd ele tones 12.5 


1 Rate 50 applies minimum 80,000 pounds. 
? Rate 38 applies minimum 80,000 pounds. 
* Rate 14 applies minimum 80,000 pounds. 


oe temporarily suspended ; for present status consult traffic department. 
ange. 


* Applies oT on nails, staples. and wire. 
TIncrease effective June 15, 1955 
Insurance, p. 18. 

Switching, p. 18. 

Inland, p. 19. 


22d revised p. 15, cancels 21st revised p. 15; effective June 10, 1955. 





1 Addition. 





| 
| 
| 
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Carload rail and water rates in cents per 100 pounds on boiler tubes, 
pipe, and tubing 


[Minimum carload weight 40,000 pounds, except as otherwise shown] 


From— 
Ellwood City and McKeesport : 
Rail 


Wharfage 
Lorain: 


Wharfage 
Gary: 
Rail and ocean 
{ Wharfage 
Rail, barge, ocean 
Wharfage 
Fairless, Pa.: 


OOD resis seseiaieteeess 


Seattle and 
Tacoma 


° 150. 65 
2.5 

5139. 15 
2.5 


*710.5 
98 
2.5 


1 Rate on 80,000 minimum is 38 and both rates only apply on boiler tubes all sizes and 
ipe and tubing 14 inches or less outside diameter also including up to 12,000 pounds of 


arger diameter pipe and tubing. 


2 Rate 59.8 minimum 40,000 . or on pipe and tubing over 14 inches in diameter. 


? Rate on 80,000 minimum is 


larger diameter pipe and tubing. 


and both rates only apply on boiler tubes all sizes and 
pipe and tubing 14 inches or less outside diameter also 


ncluding up to 12,000 pounds of 


*Rate 71.3 minimum 40,000 applies on pipe and tubing over 14 inches in diameter. 

* Service temporarily suspended ; for present status consult traffic department. 

* Rate on 80,000 pounds is 9 and both rates apply only on boiler tubes all sizes and pipe 
and tubing 14 inches or less outside diameter also including up to 12,000 pounds of larger 


diameter pave and tubing. 
7 Rate 
Insurance, p. 18. 
Switching, p. 18. 
Long length and diameter penalties, p. 17. 
Inland, p. 19. 


3.8 minimum 40,000 applies on pipe and tubing over 14 inches in diameter. 


15th revised p. 16, cancels 14th revised p. 16; effective Feb. 21, 1955. 


Wharfage charges on page 16 also include direct loading to open cars. 
Rail and water rates shown on page 16 are subject to following additional 


charges: 


From Gary: 
Pipe not over 12 inches in diameter 
(inside) and over 42 feet but not 
over 42 feet but not over 46 feet 
' in length. 
| Pipe not over 12 inches in diameter 
(inside) and over 46 feet in 
length. 
Pipe over 12 inches in diameter (in- 
side measurement) and over 42 
feet in length. 


From Lorain, Ellwood City, McKees- 
port, Fairless: 

Pipe not over 12 inches in diameter 
(inside) and over 42 feet in 
length. 

Pipe over 12 inches in diameter (in- 
side measurement). 


9th revised p. 17, cancels 8th revised p. 17; 


Additional charge 


5.75 cents, via rail-ocean. 
5.75 cents, via rail-barge-ocean. 


1.4375 cents for each foot or fraction 
over 46 feet in length plus 5.75 cents. 


3.45 cents for each additional inch or 
fraction over 12 inches in diameter 
(inside measurement). 


1.25 cents for each additional foot or 
fraction over 42 feet in length. 


3 cents for each additional inch or frac- 
tion over 12 inches in diameter (in- 
side measurement). 


effective Mar. 31, 1955. 
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Marine insurance, intercoastal from Atlantic or gulf ports to Pacific coast ports 


Normal marine insurance: Cents 
With average including marine extension clause (WPA) ---~------ #315 
Strike, riot, and civil commotion endorsement__..-.--._------_---- 72% 


Rust insurance: Fresh water, ship’s sweat and/or corrosion, including 
marine extension clause (WMA) : 


is neta epeemeienn pitiee 43171, 
Galvanized sheets in metal containers.__._..__.______---------------- 722% 
ek aeeecs 4 meen comremers..._.. . sp eerbereee~ 732% 
Material shipped under deck : Free of particular average including marine 
I ee  eeeeeeunenalre 42121 
rene I SO a cece erento 285 
Switching at Seattle: Dollars 
From docks in zone 1 to industries in zone 1_--------_------------ *17. 53 
From docks in zone 1 to industries in zone 2 or 3__-------------- * 23. 56 
From docks in zone 1 to industries in zone 4 or 5__-__------------ 28. 69 
Switching at Tacoma: 
From docks in zone 1 to industries in zone 1___-_----------------- *17. 53 
From docks in zone 1 to industries in zone 2 or 3__------------~--- 23. 56 
From docks in zone 1 to industries in zone 4_._-_.-----_-------~-- 28. 69 
From docks in zone 2 to industries in zone 2____.____--___------__--~-- 17. 53 
From docks in zone 2 to industries in zone 1 or 3__-.--------_-~---~-- 23. 56 
From docks in zone 2 to industries in zone 4......_.-_.-_----_----- 28. 69 


1 Reduction effective Dec. 1, 1954. 
2Per $100 valuation. 
* Per car. 


8th revised p. 18, cancels 7th revised p. 18; effective Dec. 1, 1954. 
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Carload rail rates except as otherwise shown in cents per 100 pounds on barbed 
wire, bars, boiler tubes, fence posts, fencing, nails, netting, pipe, plates, shapes, 
sheets, staples, steel wire, strip, tubing, wire rope, and wire strand 


[From Seattle, Wash., except as otherwise indicated (ex intercoastal steamers)] 


Minimum carload weight in pounds 











To— 
80,000 50,000 40,000 

REGIONE 6scicacccacwadcdcchtitnh ettarasmaidnddiedtectinesade 27.6 29.9 35. 65 
I cricigh iki sean Snitch chithin ce thiniseleinteics 4aceheges nin tnemepaia nine neg iboeietanncnbaaanampehate 35. 65 
re cis abs Oe | Rn baccomues 29.9 
Se Tr es DIED TIE en i canine ceetindoents 225 
remsereon (ramet Deum: Navagntlee) < sac occ cows ccc to ows oes a co sccccce fe scocecwecctec $15 
Ellensburg.........-. ni ae AR ka Fo Va tS | i ae 34 
a er 430 45 36.8 434 

Rr AEE i REE lr te ES BE Si A RTA. Cae | ‘Rascciamitonactell 17. 25 
 ebbacith.c.unecnsesneenaunbentcw netboenitenternrunensuet te oe ee 17.25 
ce ee i... -:aghstinerndsnm eae 42 
es ee eae a We Neues 42 
Reese ee oh See eee Se es dees eanonmin 27.6 29.9 35. 65 
SRE AE DE TRE ERE RE Hg SCONE a ee nO $917.25 Nw tivo. 
Ri cesarean thsierinsathen te cept diem ade ahead ean 1 5 | eR PE ae 
Longview-.....-.- cheba bes diablo a baddidabiancd tae madera 8917.25 POG BPS edn ou 
A a I a OE 123 129.9 35. 65 
PE III... cts nastiniares ecbasauliorieibninnnntinimannes weed snieaaaiet a 123 pounnddeasiecd 29.9 
I 1 =. 55. nouicins Ck. econ ca ontanmiainiaigh ina adGlicammiaen stead 27.6 29.9 35. 65 
SD Ao tid maiden nendinnlnatamigasnadhectansionmweuteh 41 en 42 
ESS A Sc0cs te anod.c5s bckneteeckecaneesseeo beens eee 23 11 25.3 29.9 
ack kina acca cateapeatbes dante meabaste aoe ecobcaain marae aie a. Riko nicnnalcemal 42 
i a ih iid econ ince serait lirics enna ie oa Me te ee 47 
Raymond.....---- sata deal vice th hela ca Baise simcen i na ante et ade 27.6 29.9 35. 65 
Renton. --.-- lithinbabtleddbodsbhensndiadiadanduautes becenachinaliee SE Butea Sh ohiaienae 
PB hath dal cbvideiancedentidiecsscbal dlacciebcnlucket ee rae eS 42 
NNN i cs nat nih isindgiaaGinen nies conbcincedaibenas sidasis 123 29.9 
PE icinvciadnecenkeccmebnbsannae kkcnngeabeseoseny aera nt” Biutedoewn as 47 
ER ucidinaskunsdngtinessen nan tt igctintncmbiphiamimol wa Bebeaxs seaman 42 
TROD Faia idk vn cde cach s ibn sdb 4 86 0d LS eked beked cola csha Manse cteabes 17. 25 Se ue 
Toppenish_. Sule  cbicowncde beste Sees steelee 34 Pe tateacad ! 42 
WIE cocina damtnnmnsinkninws sad diva wide Ons cues cihusenneeiapetcehaiat hagas 5. 913.8 
III a is Sia hi chaidicdic Sadan eons boneana a Raaweicalaaae 7. : Iadaweccsaamans 42 
nics: cede kiteranbatadi ort Cheatin sani aaedemadnaeiedbadimakmmadeel BR a. “ ican setiieesisianicialiteas 35 
We btenes wichceiticwcode kgknobeicucebamaitdwuabameaiiaee Ges Bek, ecuienaiba 34 


1 Reduction effective May 3, 1955. 

? Minimum is 20,000 pounds. 

* Plus $35.06 net per car switch from inbound dock and gridiron charge. 

4 Rate applies from Tacoma, Wash., only. 

5 Minimum 36,000. 

* Rate applies only on reinforcing steel bars. 

7 Rate on reinforcing bars minimum 100,000 pounds is 32.2. 

§ Minimum 70,000, also rate of 19.55 (rate applies from Portland, Oreg., only) minimum weight 60,000. 

* Rate applies from Portland, Oreg., only. 

1° Rate of 6.325 minimum 100,000 and 8.05 minimum 60,000 applies only on sheets, plates, bars, nails, wire, 
strip steel plus $7.383 per car. 

1! Minimum 70,000. 

#2 Rate on reinforcing bars minimum 100,000 pounds is 32.2. 

13 Tacoma is port of call from Atlantic and gulf ports. 

44 Minimum 75,000 pounds. 


Ist revised p. 19-A, cancels original p. 19-A; effective May 3, 1955. 
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Truckload rates in cents per 100 pounds on barbed wire, fence posts, fencing, nails, 


netting, staples, and steel wire 


{From Seattle, Wash., except as otherwise shown (ex intercoastal steamers) ; minimum 


weight 30,000 pounds except as otherwise shown] 


To— 


Ne ee eee hg 748 
Bremerton (Puget Sound Freight Lines) -__-___-__---_---------------- 725 
i counetentnenpaaiprmaes 44 
ictal tin hseateecniis ides ieinlarahanaediaitinempditertinabteetrmntriiatsccepesnemsnamcen 39 
a a * 22 
Is eceibineemaiennnmneet *37 
ak SS a me 31 
(TE Sg in le tr lee aceasta CE a cae 30 
Ne etn s nhrenienanvenniectel 31 
a ew maim 69 
I ceenlnbinanneenniioenineies 44 
ed Oak a a ae end ae 39 
Neen ee men "*¢ 
a ieivepennecsialiveememimmaiioes 44 
ated lin bln en ti cet ing es chewdhaitaiiwdinhiwene ‘” 

Nee ee es enn ren eaenneeh 
ak Ea eenessceneegnin easemaes wibie 25 
ete **63 
Neen nn nn en ene ne ses aia eee SME at ckan i cnineen 83 
ne Re ctnitiin 56 


1 Minimum 5,000 pounds. 
?Minimum 20,000 pounds. 


* Rate 47 minimum, 40,000 also applies which does not include loading or unloading. 


*Minimum 40,000 pounds. 








® Rate applies from Portland, Oreg. 


* Rate a 
T Rate 6 


® Tacoma is port of call from Atlantic and gulf ports. 
Original p. 23; effective Feb. 17, 1954. 


t 


plies from Tacoma, Wash. 


minimum, 40,000 also applies which does not include loading or unloading. 
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UNITED STATES STEEL Corp., 
Pittsburgh, Pa., October 7, 1955. 
Re American Iron & Steel Institute et al., docket No. 5508 (48 F. T. C. 128). 
P. B. MorEHOUSE, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D.C. 


Dear Str: Reference is made to the letter of August 25, 1955, from David 
F. Austin, executive vice president—commercial, United States Steel Corp., to 
you, in which it was stated that the work of assembling and copying the price 
material of Tennessee Coal & Iron division was not yet completed. This work 
has now been completed, and we are forwarding to you, under separate cover, 
copies in duplicate of Tennessee Coal & Iron division price lists for base prices, 
extras and deductions showing all changes in price between August 10, 1951, and 
June 27, 1955. 

We believe that we have now furnished you with all of the information which 
you requested in your letters of June 27, 1955, addressed to United States Steel 


Corp., and to its former subsidiary companies named in the order of August 
10, 1951. 


Very truly yours, 
MERRILL RUSSELL, 
Assistant General Solicitor. 


UNITED STATES STEEL Corp., 
Pittsburgh, Pa., September 26, 1955. 
Re American Iron & Steel Institute et al., docket No. 5508 (48 F. T. C. 123). 
P. B. MorenouskE, Esq., 
Assistant General Counsel for Compliance, 
Federal Trade Commission, Washington, D.C. 


Deak Mr. MoreEHOUsE: We are submitting herewith, in duplicate, a list of 
bids made by United States Steel Corp., and its Columbia-Geneva Steel, Na- 
tional Tube and Tennessee Coal & Iron divisions, through its special accounts 
office in Washington, D. C., to United States Government agencies and the 
District of Columbia during the period January 1, 1953, to June 30, 1955. We 
are also enclosing, in duplicate, a list of bids submitted by the American Steel 
& Wire division of United States Steel Corp. during the same period through 
its Washington sales office. 

These lists are submitted in conformity with our understanding that you are 
willing to accept this information in response to paragraph 2 of your letter of 
July 18, 1955, requesting additional information as a part of our compliance 
report. 

Our letter to you of July 28, 1955, confirmed our telephone conversation with 
you on July 26, 1955, regarding this subject. 

Very truly yours, 


MERRILL RUSSELL, 
Assistant General Solicitor. 
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List of bids made to Government agencies by American Steel € Wire Division, 
United States Steel Corp., through its Washington, D. C., sales office 


Government 
agency 


Charleston Naval 
Shipyard. 

General 8 >rvices 
Administration. 


incaiednbisiemenat 


U. 8. Navy Pur- 
chasing. 





Opening date 


Feb. 7, 1955 


Mar, 25, 1955 


May 27, 1955 


June 20,1955 


Sept. 23, 1953 


Nov. 16,1953 | Nov. 12,1953 |__._- sence | 
May 24,1954 | May 20,1954 |_..-- iceciiediaietacee 


Apr. 14,1954 | Apr. 11, 1954 |__-_. 





Bid date Material 


Feb. 4, 1955 |----- insane 


Mar. 23, 1955 








May 19, 1955 |.---- Oa elas 


June 8, 1955 |...-- Pt cckba 


Sept. 22,1953 | Cold finished | 
bars. 


atuahi creek cl 
sore Sh ipamins 
scoicielea ciamsiaicatiss di 
caheegilleaasidiaincto 


a cacack 














Unit price per 
hundredweight 


Terms 


F. o. b., F.o.b., 





mil destina- 
tion 





eA $11. 8128 | 30/1/2/10 
ieee! 8. 230 60/2/20 
ees 7. 930 60/2/20 
eee ue ee 9. 330 60/2/20 
ia 8.7 60/2/20 
Rey 8. 380 60/2/20 
cee | 7.930 60/2/20 
LES | 9.080 60/2/20 
ak 9. 330 60/2/20 
eee 8. 880 60/2/20 
ee 8. 980 60/2/20 
Sank Setctw 8. 480 60/2/20 
eek 8. 230 60/2/20 
_| 7.930 60/2/20 

9. 080 60/2/20 

oe ae | 8.580 60/2/20 
eae | 12.030 60/2/20 
eee cage | 8.980 60/2/20 
aren | 8.480 60/2/20 
ee | 8.780 60/2/20 
eam | 8.380 60/2/20 
eae | 7.980 60/2/20 
abebecee 7.930 60/2/20 
tb cca | 7. 930 60/2/20 
rere 7.930 60/2/20 
eee S | 9.630 60/2/20 
a a ol | 8.7 60/2/20 
erEOve i 9.330 60/2/20 
|} 12.530 60/2/20 
pbieien. | 12.980 60/2/20 
de dail | 10.530 60/2/20 
Ror eee | 9.080 60/2/20 
aaemnte 8. 480 60/2/20 
2). FL. cad | 7.930 60/2/20 
~-=-=+=-| 9. 080 60/2/20 
ei ieaiad 8. 780 60/2/20 
_.| 9.380 60/2/20 

i tattiee | 8.880 60/2/20 
ae a 10. 530 60/2/20 
oe 8 480 60/2/20 
abicou ie | 7.980 60/2/20 
Poe a | 7.930 60/2/20 
eae 7. 930 60/2/20 
coe eet | 12 580 60/2/20 
Jia 60/2/20 
$8. 30 |nsse--eo=> j 30/1/2/10 
OE ane | 30/1/2/10 
ced | 30/n/2/10 
MOA cic | 30/1/2/10 

MP te cccuccks | 30/1/2/10 
Bee. sou 30/1/2/10 
esse ceucs 30/1/2/10 
WDE laneccwess | 30/1/2/10 
RR ae | 30/1/2/10 
WO ta cc coce 30/1/2/10 
Se tn cones 30/1/2/10 
ROO fen -cc oon | 30/1/2/10 
10.85 |__- | 30/1/2/10 
Ee cede | 30/1/2/10 

10. 95 | __...| 30/1/2/10 

8. 80 dnltiekdaie 30/1/2/10 

| ae 30/1/2/10 
BOS oc aksces 30/1/2/10 
BA fa cancannes | 30/1/2/10 
10.95 |.........-| 30/1/2/10 
PP Tac cncnens | 30/1/2/10 

ios re als | 8.7549 | 30/1/2/10 
PONE oasis wok 30/1/2/10 

BE lsccecc esas 30/1/2/10 
BOP Aevennacad 30/1/2/10 
WR Feviccwaces 30/1/2/10 

8. 65 his bce 30/1/2/10 

OI So wiacccoe 30/1/2/10 

7. 40 See. 30/1/2/10 
BD Siscnckacce 30/1/2/10 








ADMINISTERED PRICES 


4687 


List of bids made to Government agencies by American Steel & Wire Division, 


| 
| 
Government 


agency | 
| 
' 
| 


U. 8. Navy Pur- | 
| 
| 
| 





chasing. 





Ee aa |----- Pic ccbescan do 
I: cosine nde June 21, 1954 
ia aerananiencoeiaens June 22,1954 | June 21, 1954 
Re July 16,1954 | July 14, 1954 
ete chance Aug. 12,1954 | Aug. 10, 1954 
a Aug. 24,1954 | Aug. 16, 1954 
Rs capitan Oct. 5,1954 | Sept. 28, 1954 
BN sehen eases Oct. 25,1954 | Oct. 20,1954 
iecnncauusnnen Jan. 25,1955 | Jan. 21.1955 
iene haan Feb. 7,1955 | Feb. 2, 1955 
Do. --| May 23,1955 | May 18, 1955 
Post Office De- Sept. 23,1953 | Sept. 21, 1953 
partment. 
Do......-.--.--}| Mar. 3,1954 | Mar. 3, 1954 
Do.._.....-.---| Mar. 10,1954 | Mar. 8, 1954 
a ..----| Mar. 17,1954 | Mar. 15, 1954 
Do._....-..----| May 18,1954 | May 18, 1954 
| SER ae awkineee Neate  ieicie cate 
Do. Jan. 7,1955 | Jan. 65,1955 
ae Jan. 12,1955 | Jan. 11,1955 
a .-| Jan. 14,1955 | Jan. 13,1955 
Dcedkadiinncah Feb. 4,1955 | Feb. 4, 1955 
a | May 2,1955 | Apr. 28, 1955 


U.8. Treasury, 
Bureau of Print- 
ing and Engrav- 
ing. 


oe Per pound. 
3 Coated. 
3 Uncoated. 


x 


United States Steel Corp., 


| Opening date 


Apr. 14, 1954 


| July 12,1955 | July 8, 1955 “Black an- 


| 
| 
| 
| 


Bid date 


Material 


= Sonne 








Cold rolled — 
otrlp steel. 





nealed L/C 
wire. 





Unit price per 










4 Rail shipment. 
§ Truck shipment. 


hundredweight 
Item 
| No. 
F. o. b., | F. o. b., 
mill destina- 
tion 
8 tee  lawedautont 
9 77 
10 a. See 
ll | i =a 
BE TOD. fesceccsnes 
13 Te? ‘Rnenwenenae 
14 ; 25 | 


"11305 
11165 
1, 1175 


3512 { 





| 
} 


through its Washington, D. C., sales office—Con. 


Terms 


30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 


30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 
30/1/2/10 





